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By F. Spencer BALpwin, Secretary to the Commission. 


The report of the Massachusetts Commission on Old Age 
Pensions, Annuities and Insurance, recently submitted to 
the State Legislature, embodies the results of the first official 
investigation of this question in the United States. The in- 
vestigation included a thorough inquiry into all the pension 
and insurance systems now in operation in various countries 
and a statistical study of the aged population of Massachu- 
setts, for the purpose of determining whether it is expedient 
and desirable to adopt any of these schemes in that Common- 
wealth. In this paper the results of the investigation and 
the findings of the commission will be outlined briefly.* 

The instructions of the commission called for investigation 
of three questions: First, what are the various systems of old 
age insurance, pensions or annuities thus far proposed or 
adopted? Second, is it advisable to establish any system of 
old age insurance, pensions or annuities in Massachusetts? 
Third, what would it cost to take such action? In order to 
answer these questions intelligently, it was necessary for the 
commission: First, to collect information regarding the plans 


*In a previous article by the writer, published in the March, 1909, issue 
of the Quarterly Publications, the plan of the investigation was explained 
and the method of procedure was described. 
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of old age provision that had been suggested or tried in mod- 
ern states; second, to ascertain the facts as to the number 
and condition of the aged population of Massachusetts, in par- 
ticular the facts regarding pauperism and dependency among 
the aged; third, to determine how many persons would be en- 
titled to participate in any plan under consideration, and 
what the expense would be of providing for them in the pro- 
posed manner. The facts needed in this connection were, in 
brief: The number of persons of pensionable age; the number 
of such persons in correctional institutions and in hospitals 
and almshouses for the insane; the number of such persons 
cared for in public pauper and private benevolent institutions 
during one year, and the amount of expenditure; the num- 
ber of such persons not dependent upon public or private 
charity, who would be entitled, by reason of their poverty, to 
share in the benefits of any pension plan. It was necessary to 
institute an independent statistical investigation in order to 
obtain this requisite information. The only needed fact that 
could be established from existing statistics was the total 
number of persons of a pensionable age in the state, that is, 
65 years of age and over, or 70 years of age and over. The 
further facts had to be gathered by first-hand inquiry, 
through a partial census of the aged population of the state. 
The results of the classified enumeration of the aged popu- 
lation are shown by the following table: 

















3] Massachusetts Commission on Old Age Pensions. 3 


AGED PopuLATION OF MASSACHUSETTS BY CLASSES.* 


65 of Age | 70 of Age 
and Over. | and Over. 





1. In correctional institutions......cc.cccccccccsscccccccsccecs 556 | 179 
2. In insane asylums and hospitals............000. . eseeeeee 1,961 | 1,148 
i os ae cianidaadiaidimesaeiubsuakl | 3,480 2,204 
GD NRE BIR csc ceccnsinses cisnsssxecesesensccsssecs | 2,598 | 1,960 
5. Recipients of public outdoor relief...........+.eeeee- ences 3,075 2,082 
6. Recipients of private outdoor relief...........-s.e.s+ee00- "2,312 1,550 
7. (a) Recipients of state and military aid.................. 10,888 | 6,164 
(6) Recipients of scidiers’ relief............0.e-eeeeeceeeees 4,767 2,689 
(c) United States pemsioners...........sceeee cecerececeeee 27,230 15,417 

8. Non-dependent aged (including all not classed in pre- 
CEdING SEVEN ZOUPS).....ceeeccccccces coves sececeecece 135,788 80,460 
I cer ccnnsenenscbae sandkescnneanes sacensendnsnssaneneen “177, 100 ~~ 105,000 








*The figures for the four classes of institutional inmates in this table are “net 
year totals.”” They include the number of inmates present September, 1908, and 
the number of persons admitted during the following twelve months, exclusive 
of transfers and readmissions. The net totals thus obtained show the number of 
persons who are cared for in such institutions at least during a part of the year. 


t The totals for state and military aid and soldiers’ relief are not included, since 
they are represented in the total for United States pensions. 


The present expenditures for the relief of the aged poor, as 
determined by the investigation, are shown in this tabular 
summary : 

EXPENDITURES FOR Rewtier oF AGED Poputation, 65 YEARS 
oF AGE AND OVER. 


| Number 65 Amount of | Number70/ Amount of 











and Over. Expenditure. | and Over. | Expenditure. 

In almshouses............- 3,480 | $693,076.80 | 2,204 $438,948.64 
In benevolent homes...... 2,598 733,556.80 | 1,960 591,136.00 
Public outdoor relief...... 3,075 189,900.00 2,082 108,264.00 
Private outdoor relief .... 2,312 320,998.08 | 1,550 215,202.00 
State and military aid.... 10,888 602,650.80 6,164 341,177.40 
Soldiers’ relief ........... 4,767 286,053.61 | 2,699 161,956.82 
United States pensions.... 27,230 4,192,375.00 15,417 2,373,909.00 
isc 6c tictedceeceses 38,695 $7,069,111 09 ~ 23,213 _ $4,230,593.86 
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The detailed analysis of the composition and the condition 
of the different classes of the aged population presented in the 
report cannot be summarized here. The most signficant part 
of this statistica! exhibit is that relating to the almshouse in- 
mates and the non-dependent aged poor. The number of 
almshouse inmates 65 years of age and over September 1, 1908, 
was 2,387; the number of admissions during the next twelve 
months was 1,170; the number of deaths, discharges and 
transfers was 1,083; the number of inmates remaining Sep- 
tember 1, 1909, was 2,474; the gross year total, including all 
the admissions during the twelve months, was 3,557; the net 
year total, including all inmates at the beginning of the year 
and persons admitted during the next twelve months, exclu- 
sive of transfers and other duplications, was 3,480; the net 
increase during the year amounted to 3.6 per cent. 

The most interesting question that arises in connection with 
the almshouse population relates to the probable proportion 
of this class that would be enabled through the grant of pen- 
sions to withdraw from institutional residence. The facts as 
to the physical condition, earning power and family connec- 
tions of inmates throw some light on this question. It appears 
that 93.8 per cent of the aged almshouse inmates have physical 
defects of some kind, and 79.1 are wholly incapacitated for 
labor, while an additional 8.4 are partially incapacitated. Thus 
the percentage of able-bodied in the aged pauper population is 
only 12.5. This fact*points to the practical impossibility of 
removing any considerable portion of this population from the 
institutions through the establishment of a pension system. 
Another fact of similar significance is the extremely small per- 
centage of almshouse inmates having adult children or other 
near relatives able to assist them, namely, 7.7 per cent. It is 
obvious that aged inmates having no children or relatives with 
whom they could live would not, as a rule, be enabled by the 
grant of small pensions to leave the almshouse, 

Other interesting features of the condition of the aged alms- 
house population are brought out in the statistical analysis. 
The number of almshouse inmates 65 years of age or over, 
September 1, 1909, represents about 25 per cent of the total 
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almshouse population of the state. The percentage of per- 
sons of this age in the general population of Massachusetts is 
less than 6 per cent. This contrast emphasizes the fact that 
institutional pauperism is to a large extent an incident or an 
accompaniment of old age. The great majority of the aged 
inmates entered the institution late in life, less than 1 per 
cent having become inmates before the age of forty, and only 
8 per cent before the age of sixty. The strikingly high pro- 
portion of persons entering pauper institutions after sixty 
years of age, namely, 92 per cent, indicates again the close 
connection between old age and institutional pauperism. In 
the division of the aged almshouse population according to 
sex, the striking fact is the heavy preponderence of males, who 
are represented by a percentage of 61.4. In the general 
population of Massachusetts, the division by sex is compara- 
tively even, the proportion of males being only 48.7. In re- 
spect to conjugal condition, the high percentage of widowed is 
significant. The figures are: single, 25.4 per cent, married, 
15.4 per cent, widowed, 57.8 per cent, divorced, 1.4 per cent. 
It is evident that widowhood is a large factor in aged pau- 
perism. The number of aged almshouse inmates who have 
lived in Massachusetts less than five years is very small, rep- 
resenting only 1 per cent of the total number 65 years of age 
and over. On the other hand, 83.6 per cent have resided in 
the state for thirty years or more. It thus appears that recent 
immigrants do not furnish any considerable number of 
recruits of the aged almshouse population. The percentage 
of foreign born among the aged almshouse inmates is 66.5 
as contrasted with 30.6 in the general population of the state. 
It is thus manifest that the bulk of the aged pauperism is im- 
ported rather than home grown. As regards the country 
of birth of the foreign born, Ireland leads with 70.5 per cent, 
Canada standing a remote second with 11.4 per cent. The 
number of aged paupers who had property above debts at 
some time in life is, as one would expect it to be, small, repre- 
senting only 27.4 per cent of the total. The number of the 
property holders who sustained losses amounted to 97.4 per 
cent of the total owning property at some time. 
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A comparison of the extent of the pauperism in Massachu- 
setts and Great Britain discloses a striking difference. The 
proportion of paupers in the total population, the proportion 
of paupers 65 years of age and over in the total population 
of the same age, and the proportion of aged paupers in the 
total pauper population are all much lower in Massachusetts 
than in Great Britain. The figures and percentages are given 
in the foregoing table. 

At the opposite economic extreme of the almshouse popu- 
lation is the class of non-dependent aged poor, including 
persons who stand above the line of dependency, outside the 
ranks of the pauper class and charity beneficiaries, yet who 
are in needy circumstances. The number of persons enu- 
merated in this division of the investigation is 3,746, living in 
more than 100 cities and towns in 10 counties of the state. 
The object of this partial census was to obtain a fair represen- 
tation of the condition of that group of the aged population 
which stands on the verge of dependency. The chief sub- 
ject of interest in a study of the non-dependent aged poor is 
their economic condition, as shown especially by incomes and 
expenditures. The facts in this connection help to determine 
the probable proportion of this class who would be entitled 
by their poverty to share in the benefits of any pension sys- 
tem. 

The figures for weekly incomes and expenditures presented 
in the report are tabulated in four groups, in order to give a 
more definite indication of the adequacy of the incomes and 
the amount of the expenditures, namely: first, for individual 
males; second, for individual females; third, for couples; 
fourth, for families of three or more persons. The most 
noteworthy fact shown by the table of incomes is the large 
percentage of individuals having weekly incomes below $5, 
namely: 39.3 for men, 79 for women. On the other hand, 
the percentages of couples and families having weekly in- 
comes of $10 and over is strikingly large, namely: 60.6 for 
the former, 82.6 for the latter. In all respects, couples and 
families are clearly better provided for than are individual 
men and women. ' 





8 American Statistical Association. [8 


WEEKLY INcomEs oF NoN—DEPENDENT AGED Poor 
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Individual males... 730 | 252 39.3 | 254 39.7 | T8386 21.0 88 | $7.32 
Individual females; 1,031 | 574 | 79.0 | 136 | 18.7] 17 2.3 | 304 4.50 
I ivaccecanssces SS) See Benes | 459 | 39.4] 707! 60.6 | 196, 11.70 
| | 
} 
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The following table shows the classified weekly expendi- 
tures: 


WeeEKLy Expennpitures or Non-DErPENDENT AGED Poor. 


| CLASSIFIED WEEKLY EXPENDITURES. 
| Avera 











. pees 
| | 
Total. BR nmnme | iaatiiliaiis | Percentage | Percentage 
| ~ of Income | of Income | of Income 
¥ expended | expended | expended 
| for Rent. | for Food. |for Clothing 
ee — 
Individual males...| 730 $6.26 26.9 58.1 10.0 
Individual females.| 1,031 4.28 32.4 | 54.2 13.0 
Couples.............. 1,362 | 9.32 23.5 | 51.2 9.1 
Families............- 201 12.00 25.3 | 60.0 9.8 


The high percentages of income expended for rent and for 
food are notable features of the classified expenditures pre- 
sented in this table. These percentages for aged families are 
somewhat higher than the normal averages for wage-earners’ 
families. The percentage of expenditure for clothing, how- 
ever, is somewhat less. The comparative expenditures of 
wage-earners’ families in general and of families among the 
non-dependent aged poor are shown in the following table: 
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l ’ 
| 201 Families | we 

175 Normal /| 200 Families) 73 Families 
| of Aged Poor Familiesin | in New York! in New York 








in Massa- 
| chusetts. United States.* City.t City.t 
Average income..... . $687.48 | $800 to 8900 $851.38 $800 to $899 
Average expenditure 
(per cent.): 

POCS cscccccccceccces 60.0 42.80 43.4 44.3 

ReNt...ccccccccccees 25.3 16.66 19.4 | 20.7 

Clothing............ 9.8 13.45 10.6 14.0 





* Eighteenth annual report of U. 8S. Commissioner of Labor, p. 363. 
t Louise B. More, “‘ Wage Earners’ Budgets,” p. 258. 
t R. C. Chapin, “‘ Standard of Living in New York City,” p. 70. 


It is evident that the three objects of expenditure, rent, food 
and clothing, consume a very large part of the total income 
of aged persons. The surplus expended for incidental pur- 
poses is much less in the case of the aged than in the general 
population. The old spend very little, as a rule, for reerea- 
tion and sundries. 

Other indications of the economic condition of the non-de- 
pendent aged poor are the percentages of persons who have 
property above debts, of those who carry insurance or mem- 
bership in a union or benefit order, and of the able-bodied. 
The percentage of property holders is 43.4; that of persons 
carrying insurance, 15.9; that of members of unions and 
benefit orders, 10.4; that of able-bodied, 53.4. The latter per- 
centage affords an interesting contrast to the 12.5 per cent of 
able-bodied persons among aged almshouse inmates. On the 
whole, the economic condition of the non-dependent aged poor 
as disclosed in this investigation is comparatively good. 

Concerning the probable number of preferred candidates 
for pensions in the ranks of the non-dependent aged, the re- 
port has this to say: ‘‘The total number of persons 65 years 
of age and over above the line of dependency, exclusive of 
pensioners, has been estimated at 135,788. The 3,746 cases 
enumerated in the class of non-dependent aged poor may be 
fairly regarded as constituting a part of the lower tenth of 
the non-dependent aged population in general. Tested by 
income, property holdings or earning power, not more than 
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one half of this marginal population can be set down as ac- 
tually needy. Assuming that to be the proportion of persons 
in the lower tenth of the non-dependent population really 
entitled by virtue of their poverty to share in the benefits of 
any pension scheme, the number of such deserving poor, or 
preferred candidates for pensions, would be, roundly, 7,000. 
If we add the inmates of almshouses, 3,480, of benevolent 
homes, 2,598, and the recipients of public outdoor relief, 3,075, 
and of private outdoor relief, 2,312, we get a total of 18,465 
persons 65 years of age and over who would have to be pro- 
vided for in any pension scheme that was restricted to the 
deserving non-dependent aged poor and the beneficiaries of 
public and private charity. If the public paupers were ex- 
cluded from participation in the scheme, the number of pro- 
spective pensioners would be reduced to about 12,000. This 
number represents an extremely low proportion of the en- 
tire population 65 years of age and over, or only 6 per cent. 
The figure is strikingly small in contrast with the 50 per 
cent. of the population 70 years of age and over in Great 
Britain that qualified for pensions under the carefully re- 
strictive provisions of the old age pension act.’’ 

The estimates of the probable expense to the Commonwealth 
of adopting various pension systems, which are given in the 
report, are offered only as indicating the approximate cost 
of the different plans. It is difficult to make accurate sta- 
tistical calculations of the cost of operating in an American 
state pension schemes that have been tried in other coun- 
tries, in which the conditions as regards standard of living 
and spending, the amount of old age dependency, and the 
economic condition of the aged population are widely dif- 
ferent from those in this country. No one ean tell pre- 
cisely how much any pension system would cost until it has 
been put in actual operation. Preliminary estimates of cost 
carefully prepared by British investigators all fell far short 
of the actual expense entailed by the British old age pension 
Act of 1908. The estimates in the Massachusetts report pre- 
sent figures for four main types of pension schemes, namely : 
universal non-contributory pensions, partial non-contributory 
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pensions, compulsory contributory insurance with state sub- 
sidy, and voluntary contributory insurance with state sub- 
sidy. 

The universal non-contributory scheme proposed by the late 
Dr. Edward Everett Hale would provide pensions of $100 per 
year for all persons over 69 years of age, that is, 70 years of 
age and over. Dr. Hale himself estimated the cost of his 
scheme as follows: ‘“‘If we paid a hundred dollars to every 
citizen, man and woman, over 69 years of age, we should 
have to pay about $125,000.’’ He was of the opinion that a 
poll tax of two dollars would yield an amount entirely ade- 
quate to finance his pension scheme. The number of persons 
over 69 years of age in the state is estimated at 105,000 for 
1910. The cost of pensioning that number of persons at the 
rate of $100 per year would be $10,500,000 annually, or nearly 
ninety times as much as the estimate given by Dr. Hale. The 
cost of the scheme, if applied to persons 65 years of age and 
over, would be increased to $17,700,000 per year. The total 
number of ratable polls in the state is only 919,783. <A poll 
tax of two dollars, if assessed and collected from every per- 
son in the state liable to such a tax, would yield only $1,839,- 
566, or less than one fifth of the amount required to finance 
the pension scheme proposed by Dr. Hale. 

The British old age pension system, instituted by the act 
of 1908, is a partial non-contributory scheme. If the condi- 
tions of eligibility as laid down in this act were applied to the 
population of Massachusetts 70 years of age and over, the 
number of persons of different classes who would be excluded 
from the pension system may be estimated as follows: 
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1. Persons who have not been residents of the 


ge ee ee 7,980 * 
2. Persons in receipt of poor relief: 
SD Les sedge enetagecdeeatataue 2,204 
CR ee eee ee 2,082 
3. Inmates of lunatic asylums............... 1,148 
4. Inmates of correctional institutions......... 178 
5. Persons having yearly incomes over $157.50: 
<< c. cc cage cu vesaseeues 15,417 t¢ 
Other non-dependent aged .............. 74,541 f 
103,550 


It thus appears that 103,550 out of the 105,000 persons 70 
years of age and over would prove ineligible for pensions un- 
der a pension act copied literally after the British. This 
would leave only 1,450 persons to be provided with pensions. 
At the British rate of $1.25 a week, or $65 a year, the cost 
would be only $94,250. In Great Britain 667,000 persons 
qualified for pensions under the act within eight months, and 
the expense for the first year was, roundly, $40,009,000. The 
fact that so large a number could qualify under the provisions 
of the act shows the wide difference between the economic 
condition of the aged population in Great Britain and in this 
state. The maximum income provision of $157.50 would 
alone debar four fifths of the aged population in this state. 
In Great Britain this provision permitted more than one 
half of the population 70 years of age and over to qualify for 
pensions. 

A fairer estimate of the probable cost of applying a 
partial non-contributory pension system like the British in this 


* This number is estimated according to the percentage of aged persons 
of less than twenty years’ residence in the state, as shown by the returns 
gathered in the investigation by this commission, namely, 5.7 per cent. 

7 The United States pensioners presumably all have incomes in excess of 
the maximum fixed in the British act. 

¢t This figure is obtained by applying to the non-dependent population 
seventy years of age and over, which numbers 80,462, the percentage of 
persons of this class who gave their weekly incomes as $3 or less in the re- 
turns gathered in the statisticai investigation of this commission, namely, 
7.36 per cent. 
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commonwealth can be made by assuming that the conditions 
of eligibility, especially as regards income and the amount of 
the pensions, would be conformed to American standards. 
The percentage of the population 70 years and over that quali- 
fied for pensions in Great Britain was rather more than one 
half. Applying a similar percentage in Massachusetts, the 
number of persons who would come under the provisions of 
a pension act similar to the British would be not less than 50,- 
000. If the amount of the pension were fixed at $200 a year, 
the scheme would cost $10,000,000 annually. This is doubt- 
less the lowest amount that could safely be set as the probable 
cost of a partial non-contributory pension scheme in this state. 

Compulsory contributory insurance, with state subsidy is 
typified by the German system of old age insurance. It is 
difficult to calculate the cost of applying such a system in 
this country. It is practically useless to estimate carefully 
the expense of applying an exact replica of the German 
scheme, as regards the amount of contributions by the em- 
ployer, the employee and the state, and the amount of the 
pensions. The latter is much too small for American stand- 
ards of living, the maximum pension being less than $60, and 
the average amount only $40, annually. The approximate cost 
of a compulsory contributory system of old age insurance 
like the German may, perhaps, best be indicated in the fol- 
lowing manner: In Germany the number of persons draw- 
ing old age pensions was in 1907, 116,887, out of a population 
of 60,000,000. This means 195 pensioners per each 100,000 
of population. In Massachusetts, this proportion would give 
only 5,850 pensioners, as the population of the state is roundly 
3,000,000. To pay pensions of $40 a year to 5,850 persons 
would cost only $234,000. To provide pensions of three times 
that amount, which would hardly be more than the proper 
equivalent of the German rate, would cost $702,000. Of this 
total, the state would pay, according to the German method 
of dividing the expenses, approximately one third, or about 
$78,000, on the basis of the first caleulation just given; $234,- 
000 on the basis of the second calculation. In Germany, the 
state’s share of the total amount paid in both old age and in- 
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validity annuities in 1907 was only $12,348,009.08. The 
equivalent expenditure in Massachusetts proportional to the 
population would be about $617,500. 

Voluntary contributory insurance, with state subsidy, is 
exemplified in the Belgian system of old age relief. Mani- 
festly, the cost of any voluntary scheme with a state subsidy 
ean only be approximated. All depends on the extent to 
which the population participates in the plan. In Belgium 
the number of pensioners in 1906 was 850,000, out of a popu- 
lation of 7,238,622. Each participant can obtain at least 
9 franes, or $1.80, in premiums paid by the state each year. 
This means a total payment by the state of $1,530,000. As 
the population is two and a third times as large as that of 
Massachusetts, the proportionate expenditure in this state 
would be only $600,000. Even if the amount of premiums 
were trebled, the cost would be only $1,800,000 annually. 

The expense of a pension system in Massachusetts may be 
further illustrated by the following figures: 

To provide pensions of $200 a year for the entire popula- 
tion 65 years of age and over, namely, 177,000, would cost 
$35,400,000 annually. To provide pensions of that amount 
for the entire population 70 years of age and over, namely, 
105,000, would cost $21,000,000 annually. To provide pen- 
sions of $100 a year for the entire population 65 years of age 
and over would cost $17,700,000 annually. To provide pen- 
sions of $100 a year for the entire population 70 years of age 
and over would cost $10,500,000 annually. 

To provide pensions of $200 a year for one half the popu- 
lation 65 years of age and over, namely, 88,500, would cost 
$17,700,000 annually. To provide pensions of $200 a year for 
one half the population 70 years of age and over, namely, 
52,500, would cost $10,500,000 annually. To provide pen- 
sions of $100 a year for one half the population 65 years of 
age and over would cost $8,850,000 annually. To provide 
pensions of $100 a year for one half the population 70 years 
of age and over would cost $5,250,000 annually. 

To provide pensions of $200 a year for one fourth the 
population 65 years of age and over, namely 44,250, would 
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cost $8,850,000 annually. To provide pensions of $200 a 
year for one fourth of the population 70 years of age and over, 
namely 26,250, would cost $5,250,000. To provide pensiens 
of $100 a year for one fourth of the population 65 years of 
age and over would cost $4,425,000. To provide pensions of 
$100 a year for one fourth of the population 70 years of age 
and over would cost $2,625,000. 

In these estimates no account has been taken of any possible 
reduction of expenditures on ordinary poor relief through the 
establishment of a pension system, as diminishing the net cost. 
For reasons already set forth, it is hardly to be expected that 
the adoption of a pension scheme would, in the long run, re- 
duce poor relief expenditures. The experience of countries 
that have tried the pension policy shows that no saving on 
this score can be counted upon to offset in part the expenses 
of the pension plan. The only form of poor relief expendi- 
ture that would be reduced appreciably, even during the first 
years of the operation of a pension system, is that of outdoor 
relief. The total amount now spent on outdoor relief for 
aged persons by public and private agencies in the state has 
been estimated at $480,898.08. Assuming that this outlay 
would be reduced one half by the adoption of a pension sys- 
tem, which is undoubtedly an extreme estimate, the saving 
would amount to $240,449.04. This sum is insignificant when 
set against the millions that any general pension system would 
cost. 

The most important general conclusion drawn by the com- 
mission from its study of pension schemes and the condition 
of the aged poor in the state relates to the advisability of 
adopting a plan of non-contributory pensions like the British. 
The commission emphatically reports against the non contrib- 
utory principle. The main reasons for rejecting all pension 
schemes based on this principle are stated to be: 

First, the heavy expense. The cost of providing pensions of 
$200 per year for half the population 70 years of age and over 
would be $10,500,000 annually. That cost is declared to be 
practically prohibitive of a consideration of any such scheme, 
since it would mean an addition of more than 200 per cent. to 
the state tax. 
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Second, the demoralizing influence on character, especially 
the inevitable discouragement of saving. ‘‘The thrift habit,’’ 
remarks the Commission, ‘‘is extremely hard to build up and 
very easy to break down. A non-contributory pension sys- 
tem would weaken the motive to individual saving and would 
react unfavorably on character in general, by lessening the 
sense of personal responsibility and self-reliance.’’ 

Third, the disintegrating effect on the family. It is main- 
tained that a non-contributory pension system would take 
away in part the filial obligation for the support of aged par- 
ents, which is a main bond of family solidarity. ‘‘It would 
strike at one of the forces that have created the self-support- 
ing, self-respecting American family. The impairment of 
family solidarity is one of the most serious consequences to 
be apprehended from an experiment with non-contributory 
pensions. ’’ 

Fourth, the unfavorable effect on wages. ‘‘ While imposing a 
heavy tax burden on the industries of the state for the sup- 
posed benefit of the working population, a non-contributory 
pension scheme would, at the same time, exert a depressing 
effect on wages. In the first place, the establishment of a 
pension system would tend to attract workers into the state, 
thus overcrowding the labor market and lowering the wage 
rate. In the second place, the direct competition of the pen- 
sioners would have some tendency, even if a slight one, to 
reduce wages. In the third place, the indirect effect upon 
wages of the guarantee of partial public support in old age 
would be still more unfavorable. The prospect of a pension 
would tempt and enable workers to offer their services for 
lower rates. Finally, the increased burden of taxation im- 
posed upon the various industries for the support of the pen- 
sion system would tend to bring about reduction of wages 
through the efforts of employers to shift this burden upon the 
shoulders of wage-earners. In these various ways the estab- 
lishment of a non-contributory pension system would operate 
to the economic disadvantage of the wage-earners; what they 
received in the form of a pension would, in the long run, be 
taken from them in reduced wages.’’ 
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In this connection it is emphasized that no argument for 
non-contributory pensions can be built up on the contention 
that wage-earners as a class do not receive a living wage. 
‘*What actually constitutes a living wage, expressed in dollars 
and cents, and what proportion of the working class really 
get a living wage, must remain matters of opinion. Even if 
it were true, however, that the majority of wage-earners are 
not paid enough to make adequate provision for old age, 
this fact would constitute no reason for the establishment 
of non-contributory pensions. Indeed, this condition would 
be rather an argument against the grant of non-contributory 
pensions, than in favor of such action. The grant of subsidies 
in aid of wages by the state would not create a genuine living 
wage. On the contrary, the effect of that policy must be, at 
the worst, to depress wages still further,—at the best, to 
prevent the advance of wages to an adequate living basis. In 
short, the problem of the living wage is not to be solved by 
any short-cut device of supplementing wages by doles from 
the state treasury. Such a policy, in the long run, would 
make the economic condition of the working class far worse 
than under a régime of absolute non-interference on the part 
of the state.’’ 

Attention is directed to the fact that during the last half- 
century there has taken place an advance of wages, an in- 
crease of saving, and a reduction of pauperism. These three 
important phases of social progress are illustrated by a mass 
of statistical material. Concerning the bearing of these facts 
on the question of old age pensions, the commission remarks: 
**The progress of social betterment clearly manifest in the 
advance of wages, the increase of saving and the decline of 
pauperism will continue, unless the forces that have been 
bringing it about are undermined by unwise social legisla- 
tion. The main force to be conserved here is the spirit of in- 
dividual initiative, independence, responsibility, self-reliance 
and ambition among the people at large. An experiment with 
non-contributory pensions would strike directly at this main- 
spring of social progress. The number of the ‘deserving 
poor’ who really need pensions is fortunately not large in 
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this state. By establishing a pension system for the benefit 
of the few who may perhaps need such aid, the state would 
strike a blow at the resources of thrift, individual responsi- 
bility and family integrity, which have enabled the great ma- 
jority of the population to maintain themselves in self-sup- 
porting independence. In the impatient effort to help things 
forward at a faster pace, we should, by attempting an ex- 
periment with non-contributory pensions, immediately retard 
and ultimately reverse the process of social betterment. 

‘*A non-contributory pension system is simply a counsel of 
despair. If such a scheme be defensible or excusable in this 
country, then the whole economic and social system is a fail- 
ure. The adoption of such a policy would be a confession of 
its breakdown. To contend that it is necessary to take this 
course is to assume that members of the working class either 
cannot earn enough, or cannot save enough, to take care of 
themselves in old age. If that be true, then American demo- 
cracy is in a state of decay which no system of public doles 
could possibly arrest, but would rather hasten.’’ 

The commission also reports unanimously against the adop- 
tion of any scheme of compulsory insurance in the state at the 
present time. It is held that such action would be inexpe- 
dient and premature. The opinion is expressed, however, 
that the ultimate solution of the problem of old age provision 
will probably be found in some scheme of obligatory state in- 
surance. Concerning this question, the substance of the com- 
mission’s conclusions is embodied in the following extract 
from the report: ‘‘The practical objections to the principle 
of compulsion are weighty. The idea is not popular in this 
country. In England it was abandoned as quite out of the 
question, in view of the prejudice against compulsion. In this 
Commonwealth the practical objection is reinforced by consti- 
tutional difficulties that stand in the way of any workable 
scheme of compulsory insurance. In view of these condi- 
tions it would be futile to recommend any compulsory insur- 
ance system at this time. Whatever the outcome of American 
experiments with social insurance may be, whether in the di- 
rection of the final establishment of compulsory systems, or 








Q 


- A -« DBD = © of 69 


= 


oat Ht —e ~*~; 








19] Massachusetts Commission on Old Age Pensions. 19 


the extension of voluntary schemes, the introduction of the 
former can hardly be seriously considered now. In any event, 
long training in the development of voluntary insurance 
agencies seems desirable to furnish the preparation and foun- 
dation for any scheme of state insurance, if such should be 
found ultimately necessary and desirable.’’ 

It may be that eventually the state will undertake to en- 
force this obligation upon the individual by law. The state 
may, in the interest of all, say to the individual: ‘‘ You shall 
provide for your old age through saving made easy by a sys- 
tem of insurance established by government, in order that 
the general welfare may not be disturbed by your coming to 
the state for support in your old age.’’ The principle of com- 
pulsory education has been adopted and widely extended. 
The principle of compulsory sanitation has been applied in 
various directions. The principle of compulsory insurance 
might be defended as a needful measure of further state in- 
terference for the protection of society against the burden of 
old age pauperism, precisely as compulsory education and 
compulsory sanitation have been instituted to protect society 
against ignorance and disease. A system of state insurance 
thus grounded, however, would be based on the principle of 
enforced obligation on the part of the individual to insure 
himself and not on that of recognized duty on the part of the 
state to pension all worthy citizens. The British and Aus- 
tralian pension systems are based on the latter principle, in- 
volving the doctrine that a citizen may claim a pension from 
the state as a civil right. That doctrine is distinctly un- 
American. The opposite principle of obligatory insurance, 
as here interpreted, is the only one that could possibly be har- 
monized with American conditions, traditions, and ideals. 

The final conclusions and recommendations as summed up 
in the last chapter of the report are here presented in full: 

‘*'We find that serious practical difficulties stand in the way 
of the establishment of any general system of old age pensions 
in this Commonwealth, or any single state. Such action 
would place a heavy burden of taxation on the industries of 
the state, and thus put them at a disadvantage in competition 
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with the industries of neighboring states unburdened by a 
pension system. It would also tend to attract workers into 
the pensioning state, and thus to depress the rate of wages. 
In view of these and other considerations, it is the opinion 
of the commission that if any general system of old age pen- 
sions is to be established in this country, this action should 
be taken by the national congress, and not through state legis- 
lation. This course of action was suggested by his excellency, 
Governor Eben §S. Draper, in his inaugural address of 1909, as 
follows: ‘I would suggest for your consideration whether, if 
any general old age pension scheme were ever to be enacted, 
it would not be wise to have this a national proposition, rather 
than something to be done by an individual state. We are all 
citizens of one country, and if our state should take up this 
matter for consideration, and some states do nothing, and 
others adopt one scheme and still others a different one, it 
would produce a situation which, to my mind, would not be 
practical or wise.’ In harmony with this suggestion, the com- 
mission holds that it would be inexpedient for Massachusetts 
or any other state to adopt a general system of old age pen- 
sions, either at the present or at any time in the future. 
Other special considerations have had weight in determining 
the decision of the commission not to recommend general 
legislation on this subject at the present time. 

‘*The foremost consideration is the fact that Massachusetts 
is definitely committed, by the savings bank insurance act of 
1907, to an experiment with voluntary insurance under public 
administration. The savings bank insurance plan should be 
given abundant time to test its practicability and adequacy as 
a solution of this problem. We are of the opinion, acecord- 
ingly, that it would be premature and inconsistent to experi- 
ment with any non-contributory or compulsory scheme until 
the savings bank insurance system has been allowed ample op- 
portunity to demonstrate its full effects. 

“*It seems, desirable, furthermore, that the problem of sick- 
ness and accident insurance should be dealt with before enact- 
ing any additional measures of general legislation concerning 
old age pensions or insurance. In particular, the present provi- 
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sions of law relating to compensation of workingmen for indus- 
trial accidents are admittedly unsatisfactory in Massachusetts 
and other American states. Logically, the problem of sick- 
ness and accident insurance takes precedence over the ques- 
tion of old age insurance. So far as effective provision is 
made for insurance against sickness and accident, dependency 
in old age is diminished, for the main causes of the latter are 
illness and disability in earlier life. Historically, the legis- 
lation with reference to sickness and accident insurance in 
Germany antedated that relating to old age insurance. The 
sickness insurance was established in 1883, the accident in- 
surance in 1884, and the old age insurance not till 1889. 
‘*Finally, there is no considerable demand in this state for 
the establishment of a general scheme of old age pensions or 
insurance. The hearings held by this commission in various 
cities of the state have not revealed any active interest in this 
question on the part of the citizens. The attendance at these 
hearings was small, and the expressions of opinion in the 
main were of a general character. There is no alarming 
amount of old age destitution in this state, such as exisied in 
England and other countries of Europe at the time of the 
adoption of old age pension systems. The comparative statis- 
tics of pauperism in Great Britain and Massachusetts, for 
example, show a strikingly small proportion of old age de- 
pendency in this Commonwealth, as contrasted with Great 
Britain. The number of paupers of all ages per 1,000 of the 
population is only 8.5 in Massachusetts, as contrasted with 
24.2 in the United Kingdom. The number of paupers over 65 
years of age per 1,000 of the population of the same age is only 
31.7 in Massachusetts, as against 172 in the United Kingdom, 
and finally, the percentage of paupers over 65 years in the 
total population is only 20.3 per cent in Massachusetts, as 
compared with 35 per cent in the United Kingdom. The ex- 
isting agencies for the relief of old age destitution in the state 
are abundant and adequate, and in the non-dependent por- 
tion of the aged population there is not a sufficient amount of 
poverty and distress to call for the institution of any sweep- 
ing scheme of relief through pensions. Social legislation can- 
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not safely proceed far in advance of public opinion and social 
conditions. 

‘‘These considerations lead to the conclusion that any rec- 
ommendation of general legislation on the subject of old age 
pensions or insurance would be premature at the present time. 
The proper course of action for American states for the im- 
mediate future, in dealing with the problem of old age de- 
pendency, was suggested by President Roosevelt in his annual 
message of December 8, 1908. He said: ‘I call your attention 
to the fact that definite steps toward providing old age pen- 
sions have been taken in many of our private industries. These 
may be indefinitely extended through voluntary association 
and contributory schemes, or through the agency of savings 
banks, as under the recent Massachusetts plan. ‘To strengthen 
these practical measures should be our immediate duty; it 
is not at present necessary to consider the larger and more 
general governmental schemes that most European govern- 
ments have found themselves obliged to adopt.’ In the line 
of this policy, the following constructive recommendations are 
offered by the commission : 


‘1. In order to promote independent individual saving and 
strengthen voluntary thrift agencies, we recommend that 
‘thrift’ be included among the subjects of compulsory in- 
struction in the public schools of this Commonwealth. This 
matter seems to us to be one of fundamental and vital im- 
portance. Whatever solution of the problem of old age in- 
surance and pensions may ultimately be settled upon in this 
state, it is certainly most desirable to take every practical 
measure to encourage habits of saving throughout the popula- 
tion. The teaching of ‘thrift’ in the schools should deal 
with the individual and social ethics of saving in general, and 
should also illustrate the principles of insurance and invest- 
ment in particular. The arithmetic of saving could be taught 
effectively by using methematical examples in the school 
texts, which should bring out clearly the methods of saving 
and investing money. This recommendation is not a theo- 
retical one, for the subject of ‘thrift’ has been taught ef- 
fectively in the public schools of European countries, notably 
in France and Germany. 
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‘*2. We commend to the attention of employers and em- 
ployees throughout the Commonwealth the opportunities for 
the purchase of insurance and annuities offered by the Massa- 
chusetts Savings Bank Insurance Department. It is obvious 
that the degree of success ultimately attained by this experi- 
ment in voluntary insurance under state guarantee must de- 
pend upon the codperation and support of wage-earners and 
employers throughout the state. By reason of the security and 
the cheapness of the insurance provided, this plan holds out 
exceptional advantages to the working people of the state. 
The first full year of operation of the system has been con- 
spicuously successful. The two savings banks which have es- 
tablished insurance departments have maintained their guar- 
antee funds, and have paid interest upon them, and in addition 
have distributed a dividend of eight and one third per cent 
to policy holders. This record justifies the commission in 
urging the opportunities afforded by this system upon the con- 
sideration of employers and employed. 

‘*3. We also commend to the consideration of corporations 
of a permanent character, with a large staff of employees, es- 
pecially public service corporations in the cities, the scheme of 
old age insurance and pensions which have been instituted by 
various large concerns. Corporations of this class can safely 
undertake far-reaching projects for the welfare of their work- 
ing force, which would be impossible in the case of small 
establishments. Several plans are presented in this report 
for the consideration of employers who may contemplate the 
adoption of a retirement system. Whatever plan may be 
adopted by employers should, in our judgment, be based on 
the contributory principle. It is doubtful wisdom for pri- 
vate employers, as for the state, to pay non-contributory pen- 
sions. 

‘*Under the existing provisions of the insurance laws, how- 
ever, it would presumably be impossible for an employer in 
this state, whether an individual or a corporation, to establish 
a contributory pension system for employees. Any arrange- 
ment for the creation of a pension fund through joint contri- 
butions of employer and employee would probably come under 
the provisions of law relating to insurance contracts. It 
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would, therefore, seem to be necessary for an employer wish- 
ing to establish a contributory pension scheme to obtain au- 
thorization by special act of the legislature. It seems desir- 
able that general legislation should be enacted to resolve all 
doubt regarding the legality of establishing contributory pen- 
sion schemes, and to make it possible for employers and em- 
ployees to institute such plans without the necessity of special 
appeal to the legislature for authorization. The commission, 
therefore, recommends the enactment of a general law au- 
thorizing employers and employees to form associations for 
the payment of annuities or pensions out of funds created by 
joint contribution of the two parties, under the supervision 
of the insurance commissioner of the Commonwealth, and pre- 
sents a bill for this purpose. 

‘*4. We would furthermore direct attention to the new op- 
portunities for old age insurance offered by industrial insur- 
ance companies. This insurance has been greatly cheapened 
and improved during the last year. In order to improve still 
further the facilities for insurance supplied through these 
agencies, the commission has been asked to recommend the 
passage of a bill authorizing life insurance companies to is- 
sue insurance at special rates of premium to members of 
unions, lodges and other societies, or to employees who may 
take out insurance in aggregate of not less than 100 persons, 
and arrange for the payment of the premiums without ex- 
pense to the company. The commission recognizes the ad- 
vantages which this plan offers in the way of reducing the 
cost of insurance to working people. Nevertheless, it is 
unable at the present time to advise the general court to pass 
such a measure. Objection to such action has been raised on 
the ground that the ‘group insurance’ plan would create 
undesirable competition with the savings bank insurance. 
While such competition might be advantageous rather than 
detrimental if the savings bank insurance system were an old 
established institution, it seems undesirable, under existing 
conditions, while the system is in process of development and 
extension, to take any action which might hamper its opera- 
tions or jeopardize its success. For this reason, the commis- 
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sion is of the opinion that the passage of legislation enabling 
life insurance companies to issue ‘group insurance’ at special 
rates would be inexpedient at this time. 

**5. We suggest that in due time the laws governing the 
operation of fraternal beneficiary corporations be amended 
so as to enable these societies to pay old age benefits under 
supervision by the state insurance commissioner as regards 
rates of assessment and methods of administration. The 
present provisions of law applying to these organizations do 
not recognize the payment of old age benefits as one of the 
functions of such societies. Certain unimportant exceptions 
are made in the case of domestic fraternal beneficiary cor- 
porations, which permit the payment of long service benefits, 
substantially identical with old age pensions. No exceptions 
whatever are made in the case of foreign fraternal beneficiary 
corporations. A petition for legislation to enable these so- 
cieties to establish old age benefit features has been presented 
to this commission by a committee of one of the fraternal or- 
ders. We are of the opinion that the proposed legislation 
would bring about a desirable extension of the facilities for 
voluntary insurance against old age in this state. We do 
not, however, submit draft of a bill providing for such amend- 
ment for the following reasons: The subject of uniform state 
legislation for the control of fraternal orders is now under 
consideration by a committee of the National Convention of 
Insurance Commissioners. <A bill has been drawn by this 
committee, one feature of which is a permissive provision 
relating to the payment of old age benefits. This measure, 
as finally revised after hearing representatives of the frater- 
nal orders, will be submitted to the next convention of the 
insurance commissioners, which will be held in October, 1910. 
It seems obviously desirable to await the action of the con- 
vention embodying a proposed uniform law for the regulation 
of the fraternal orders before enacting any legislation on this 
subject in Massachusetts. Whatever legislation is adopted 
in this state should be formulated in the light of the fullest 
attainable information, and should be made uniform, if possi- 
ble, with the legislation in other states. While commending 
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the policy of conferring upon fraternal orders the authority to 
pay old age benefits under proper restrictions, the commission 
advises the legislature, for the reason stated, to defer action 
on this question until the report of the convention of the Na- 
tional Association of Insurance Commissioners, with the draft 
of the bill, shall be made public. 

**6. We recommend the enactment of measures providing 
for the establishment of retirement systems for public em- 
ployees. The reasons for such action have been fully stated 
in a previous chapter of this report. The fundamental con- 
sideration is one of economy and efficiency. The retirement 
system will stop the waste and demoralization now involved 
by the continuance of wornout workers in the public service. 
The retirement systems for employees of the state, counties, 
cities and towns of the commonwealth, embodied in bills sub- 
mitted by the commission, is based upon the contributory prin- 
ciple. Present pension legislation applying to certain classes 
of muncipal employees, which is based on the non-contribu- 
tory principle, we believe to be unwise. We are of the opinion 
that all further legislation in this field should be based squarely 
on the contributory principle, and that future employees of 
the state, counties, cities and towns of all classes should be 
brought under the provisions of a general contributory retire- 
ment system. 

“7, Finally, we advise the general court to pass an act pro- 
viding for the establishment of a permanent unpaid commis- 
sion on old age pensions and insurances. We believe this 
subject to be of sufficient importance to justify the creation 
of a special department to deal with it in comprehensive and 
systematic fashion. The functions of such a commission, 
definitely stated, would be: To act as a bureau of informa- 
tion and assistance for employers and employees, municipal- 
ities and counties, with a view to aiding and advising them 
regarding the establishment of retirement systems; to study 
the operation of schemes of old age insurance, annuities and 
pensions in other states and countries, and the proposals for 
new legislation on this subject, and to keep the legislature 
and the public informed concerning these matters through an- 
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nual reports; to inquire into the work of existing agencies in 
this state for the provision of pensions, annuities or insurance 
for the aged, and to offer such recommendations regarding 
further action as they may deem expedient; and to collect 
official reports, statistical matter and other literature on the 
subject of old age pensions, annuities and insurance. The 
commission would continue the work of investigation begun 
by the present commission. The legislation on this subject 
in different states and the schemes for dealing with the prob- 
lem of superannuation instituted by employers of labor are 
in process of constant development. It would be a distinct 
advantage to this commonwealth if the experiments in this 
field could be followed and reported regularly by a state com- 
mission. 

‘‘The fundamental purpose of the recommendations thus 
offered is to promote the habit of thrift and to extend the use- 
fulness of agencies that furnish opportunity to provide, by 
individual saving, against old age. Thus far only a begin- 
ning has been made in this field. Until the possibility of ex- 
isting thrift institutions has been developed to the limit of 
their effectiveness, it is premature to consider resort to non- 
contributory state pensions or compulsory state insurance. 
Whatever the ultimate policy may be which the American 
states will work out in this field of social legislation, it is 
obviously desirable to build up by every practical expedient 
the habit of voluntary saving and the facilities provided for 
its exercise. Even if it should appear eventually that these 
means are inadequate to the final solution of the problem of 
old age dependency, the development of such thrift agencies 
would furnish a solid foundation upon which to build a gen- 
eral scheme of state pensions, annuities or insurance.”’ 
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PROFESSOR FISHER’S FORMULA FOR ESTIMATING 
THE VELOCITY OF THE CIRCULATION OF 
MONEY. 


By Davin KINLEY. 


The September, 1909, issue of the Journal of the Royal Sta- 
tistical Society of London contains an article by Prof. Irving 
Fisher on ‘‘A Practical Method of Estimating the Velocity of 
the Circulation of Money,’’ which may, on the whole, fairly 
be called the most important contribution ever made to the 
subject. It seems desirable, therefore, to call the attention of 
American students to the paper and to give the substance 
of it in a journal accessible to a larger number than is, per- 
haps, the Journal of the Royal Statistical Society. Accord- 
ingly, the substance of it is here given and an application of 
the formula made to somewhat more recent data. 

It is not the present purpose of the writer of this note to 
discuss or criticise Professor Fisher’s formula or his reason- 
ing, but simply to give a summary of his article and to apply it 
to data recently brought together. 

Professor Fisher’s theorem is that ‘‘money deposits [in 
banks*] plus wages, divided by money in circulation, will al- 


ways afford a good barometer of the velocity of cireulation.’’ ° 


‘‘The total circulation . . . is simply the sum of the 
annual money flow from and to banks and the money handled 
by ‘non-depositors.’ The quotient of this sum divided by the 
amount of money in circulation will give approximately the 
velocity of circulation of money.’’ This is his theory in out- 
line, or what he calls his first approximation of the formula. 

Classing all people into commercial depositors in banks, 
other depositors and non-depositors, he points out that there 


* Excluding savings banks. 
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are nine possible kinds of transfers of money for goods as 
follows: 


‘‘The exchanges possible within a class are (1) those between 
one ‘commercial depositor’ and another ‘commercial depos- 
itor’; (2) those between one ‘other depositor’ and another; 
and (3) those between one ‘non-depositor’ and another. The 
transfers possible between classes are (4 and 5) those between 
‘commercial depositors’ and ‘other depositors’ in either direc- 
tion; (6 and 7) those between ‘other depositors’ and ‘non- 
depositors’ in either direction; and (8 and 9) those between 
‘non-depositors’ and ‘commercial depositors’ in either direc- 
tion. The three intra-class kinds and the six inter-class kinds 
make the nine possible kinds of transfers of money against 
goods. ’’ 

A formula representing the total circulation, therefore, will 
be the sum of eight terms, as follows: 


F = (Cy+On-+ Np) + (Ne+No) 
+(C,+C,—B,) +(C.+N.—O,) +(e+0-+n) + (a+g+e) 
+i—B, 

= (1) all money deposited. 

+ (2) money expenditures of ‘‘non-depositors.’’ 

+ (3) C’s money expenditures from tills (not withdrawn 
from bank). 

+ (4) O’s money receipts pocketed (not deposited in 
bank). 

+ (5) intra-class monetary circulation. 

+ (6) CN’s undiagrammed net outflow of money. 

+ (7) CN’s net increase of money on hand. 

— (8) N’s withdrawals of money from bank. 


In this formula the various letters C, O, N, ete., stand for 
the respective classes already described, namely commercial 
depositors, other depositors, non-depositors, etc. The letter 
b represents banks. Thus C, means deposits of commercial 
depositors in banks; N, the exchanges between non-depositors 
and other depositors; B, the payments of banks to non-de- 
positors, etc. The small letters c, o and n represent intra- 
class circulation, as described above. 

3 
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The ‘‘net outflow for cashed checks from C and N to O,”’ 
or the net flow of accommodation checks, enters into the form- 
ula and is represented by a. The letter g represents the “‘net 
outflow of money given away by the C N group in gifts, taxes, 
thefts, ete.’’; while e represents the external outflow from the 
community by export and losses of all kinds. Finally, 7 
stands for the ‘‘net increase of money in the C N group.”’ 

The first two terms of this formula are the first approxima- 
tion already referred to, and the other terms are corrections 
for sources of circulation not included in the first approxima- 
tion. The first two terms, Professor Fisher points out, are 
far the most important, and the last three probably quite negli- 
gible. He thinks that in the United States the third, fourth 
and fifth are probably less than five per cent. of the total. 

The first and most important term in the formula is C,, or 
the total money deposited in the banks. The statistics of 
1896 used by the present writer for reporting to the comp- 
troller in that year on ‘‘Substitutes for Money”’ give $21,- 
400,000 as the total deposits on the settling day nearest July 
first. Allowing for non-reporting banks, the total retail de- 
posits, both money and credit, for the whole country, were 
estimated at forty-four millions. Of this total 35.7 million 
were estimated as the money part of the deposits and may be 
taken as the daily inflow and outflow of money. Multiplying 
by 305,* Professor Fisher finds about eleven billions of dollars 
as the total rate of inflow and outflow of money for the year. 

The expenditure of non-depositors (N.+N,) is practically. 
the expenditure of wage-earners, and from census returns 
this total expenditure is estimated at about 4.5 billion. A\l- 
lowing a billion and a half for expenditure of other non-de- 
positors, we get a total of six billions for all non-depositors. 
‘*The first approximation is therefore 11 + 6, or 17 billions.’’ 

Adding a small allowance as a correction for omitted factors, 
Professor Fisher estimates the total circulation of money in 
the United States in 1896 at about eighteen billion dollars 
for the year. The money in circulation at the same time was 


* Settling days. 
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$974,000,000 and the velocity is the quotient of the former 
number divided by the latter, or approximately eighteen times 
a year. 

As Professor Fisher remarks: ‘‘In other words, money was 
kept, on an average, twenty days before it was spent.’’ 

It is interesting to apply to Professor Fisher’s formula the 
figures returned in the recent inquiry made into the deposits 
of banks on the 13th of March last, with a view to determining 
the present use of credit instruments in business payments. 

The first term of the formula is the total money deposits, 
for the year, of all depositors in all banks except savings 
banks. In a renewal of the inquiry into the proportion of 
checks and deposits, made on March 13th, 1909, it has been 
found, as will appear in the report issued by the Monetary 
Commission, that specie and currency were deposited in the 
various classes of banks as follows: 


Ce a et $25,813,801 
ee 9,439,571 
cee n a ccasemaowed 629,245 
Loan and trust companies........... 3,446,281 


Reports of deposits came from 80 per cent. of the national 
banks, 41 per cent. of the state banks, 78 per cent. of the 
private banks and 51 per cent. of the loan and trust com- 
panies. 

If we should increase the money deposits reported in the 
proportion of the banks not heard from to the total number, 
the figures for the various classes of banks would be as fol- 
lows: 


RETAIL DEPOSITS. 


i cde eenade ed cauwewe $12,732,000 
ts Date wagea ep ibaees 11,313,000 
th oie nce e ner éw wee 365,000 
Loan and trust companies............ 2,610,000 


DT +445 boicubad wetecashwaeita $26,509,000 
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WHOLESALE DEPOSITS. 


Ne dai ne dene weeeeenaees $3,656,000 
i cake engage Wak eanswawee 2,781,000 
Se ee 46,000 
Loan and trust companies............ 683,000 

DE Sidéwdetdiecnneesssdadesee $7,166,000 


Ec. cuewbewgeasecnn caw $16,389,000 
Dt ccccctebeneeseenmbesada 8,928,000 
i, <6 cbnenedenenessaase's 427,000 
Loan and trust companies........... 3,464,000 

SED Sétdicvevecksasdeoewetnen $29,208,000 


This gives a grand total for all classes of deposits $62,883,- 
000. 

It is impossible, of course, to get anything like exactness 
in these figures. For the purpose of determining the total cir- 
culation of the country for the year an error of a few millions 
is, as Professor Fisher points out in his article, a very small 
amount. A similar error, however, becomes of some conse- 
quence when we remember that we have to use the aggregate 
circulation as a divisor. Our answer giving the number of 
times a year in which the money of the country turns over is 
a number of two figures. It may vary several units, therefore, 
on account of a comparatively small error in the divisor. This 
must be borne in mind. 

However, the above corrected figures for the total estimated 
deposits of money on the day on which the banks reported to 
the commission are probably too large. There is reason to 
think that, while it is proper to add 20 per cent. to the retail 
deposits of the national banks because 20 per cent. of them did 
not reply, too great an addition is made when 59 per cent. of 
the retail returns of the state banks is added, for the state 
banks not heard from were very likely, in the main, the small- 
est of their class. A similar remark is applicable to the de- 
posits of the ‘‘all others’’ class. As to corrections for whole- 
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sale deposits, the probability is very great that of the non-re- 
porting banks only a very small proportion carried wholesale 
deposits, at all. An error, therefore, is caused by increasing 
our figures for wholesale deposits for such banks. We would 
probably be nearer the truth if we added not more than 15 or 
20 per cent. for the state banks and loan and trust companies 
on the wholesale account. As it is impossible, however, to 
get great accuracy we may perhaps take the estimated total 
deposits of money on the day in question in round numbers at 
$60,000,000. Multiplying this number by 305, the number 
of settling days in the year, we get in round numbers $18,- 
300,000,000, which is the first and most important term of the 
formula laid down by Professor Fisher. 

The second term of the formula is the money payments of 
non-depositors, made up principally, as Professor Fisher 
thinks, of the wages of working people. The following table 
shows an estimate of the increase from 1900 to 1909 in certain 
pursuits on the basis of the percentage of increase from 1890 
to 1900 and on census and railroad returns since 1900. As 
far as possible salaried officers are eliminated. 








Per 
1890. 1900. cont 1909. 
Agricultural pursuits ............... | 8,565,926 | 10,381,765 | 21.2 | 12,362,605 
Domestic and personal service....| 4,220,812 | 5,580,657 32.2 7,377,628 
WOOG  vccccccecs cccccsccscecvceclovcsceccccoscelecesecccececesleesesee 19,740,233 
Trade and transportation.......... | 1,977,491 | 2,617,479 | 35.2 | 4,276,913 
| 
Manufacturing and mechanism...-| 4,251,613 5,208,406 |........ 6,935,113 


A SNe 11,211,026 





A rough calculation based on the figures of Census Bulle- 
tin No. 93 gives us about $550 as the average yearly wages of 
people in manufacturing. If we should include mechanical 
pursuits probably the average should be raised a little. Very 
likely $600 would be more nearly correct for this class. 

Again the report of the Interstate Commerce Commission 
for 1907 gives figures from which it appears that the average 
yearly wage is about $640. It is more difficult to get a ground 
for making an estimate of the money wages of those engaged 
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in agricultural and domestic pursuits. Doubtless it is more 
than, at first thought, might be believed. The money wages 
of domestic servants at present probably will average not less 
than $250 a year. Agricultural laborers are certainly receiv- 
ing a good deal more than formerly and $300 or $350 probably 
will not be too large a sum to assign to these. Accordingly, 
we may recapitulate as follows: 


Trade and transportation ....... 4.3 millions at $640. .$2,752 millions. 
Manufacturing and mechanical 


EEG eRgnp terre 6.9 si ** $550. . $3,790 " 
Agricultural pursuits........... 12.4 ” ** $300. $3,720 we 
Domestic and personal service 7.4 “ ** $250. $1,850 oe 
Clerks, etc., having no bank 

PN, ke ee a $1,000 - 

Pb disen Vere bude snauknte ss idiewsteie. eee - 


This gives us the second term of the formula. The remain- 
ing terms are estimates, an attempt being made to place upper 
and lower limits on the figures. We thus have the following 
table: 


Ist term, money deposited.............. 18.3 biilions +1.90 billions. 
2d _ term, expenditures of non-depositors. 13.1 ” +1.18 * 
First approximation........ .... 81.4 billions +3.03 billions. 
8d term, commercial payments, from till 50 ™ + .50 * 
4th term, other depositors’ receipts 
sei cebs coiceddnaweis ees _ lh + 40 * 
5th term, inter-class circulation......... eo * + @ * 


6th term, net undiagrammed out- 
flow from commercial and non- 
RTE EE aa eae » ™ : BS * 
7th term, net increase of money in 
commercial and non-deposi- 


NET BEE tiene itenaivenendlwins — = + 20 * 
8th term, money withdrawn from 
banks by non-depositors............ —.0005 “ + .0005 * 
RN cy ais hniiides <u acd 4aenc oo. +4 .7295 


The total circulation outside the treasury on April first 
last, as given in the monthly report of the treasury depart- 
ment, was about 3,086 millions and the banks had about 


*In diagram in original article. 
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1,368 millions. This leaves 1,718 millions for circulation out- 
side the banks. Dividing the total circulation obtained above, 
namely, 32.6995, by 1.7, we get about 19 for the number of 
times a year money turns over. Dividing this into 365 we get 
the velocity as once in about nineteen days. This is approxi- 
mately the result shown by the figures of 1896. So great is the 
latitude of error that we cannot say that there has been any 


change. 
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PROCEEDINGS OF THE SEVENTY-FIRST ANNUAL 
MEETING OF THE AMERICAN STATISTICAL AS- 
SOCIATION, NEW YORK, DECEMBER 27-30, 1909. 


The seventy-first annual meeting of the American Statisti- 
cal Association was held in New York City, December 27-30, 
1909, in connection with the Twenty-fifth Anniversary Cele- 
bration of the American Historical Association and the Ameri- 
can Economic Association. There were altogether ten asso- 
ciations taking part in these meetings for which a general 
program and plan of entertainment was prepared by a Joint 
Anniversary Committee consisting of William M. Sloane, 
Clarence W. Bowen, Edwin R. A. Seligman, and Samuel 
McCune Lindsay. Appended hereto are the portions of this 
joint program which most directly concerned the members 
of the American Statistical Association. Many of the mem- 
bers of this Association, however, attended the meetings of 
other organizations and enjoyed the numerous social enter- 
tainments which were generously provided by Columbia Uni- 
versity and the citizens of New York. 

The meetings of the Association were all well attended, 
and marked interest was shown in the interesting and time- 
ly papers presented by the different speakers. 


PROGRAM. 


MONDAY, December 27. 
1 p.m. Luncheon as the guests of the Metropolitan Life Insurance 
Company. 
2.30 p. m. Assembly Hall, Metropolitan Building. 

Joint meeting of the American Sociological Society, American 
Statistical Association, and American Social Science Associa- 
tion. 

Presidential addresses: 

(1) President William G. Sumner, American Sociological 
Society. 

(2) Vice-President Walter F. Willcox, American Statistical 
Association. 

(3) President John H. Finley, American Social Science Asso- 
ciation. 
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WEDNESDAY, December 29. 


10 a. m. Columbia University. 
Joint meeting of American Statistical Association and American 

Sociological Society. 

(1) The Next Census. Hon. E. Dana Durand. 

(2) Standardization of Units and Cost of Keeping, as funda- 
mental for economic investigation and public administra- 
tion under democratic conditions. Fritz Reichman. 

(3) The Social Marking System. Franklin H. Giddings, Co- 
lumbia University. 


THURSDAY, December 30. 

12.30 p. m. Meeting at the rooms of the Merchants’ Association, 
66 Lafayette Street, for luncheon as the guests of the Mer- 
chants’ Association of New York. Following the luncheon, a 
paper by Herman A. Metz, Comptroller of the City of New 
York, on the Statistical Basis of Budget Making. General 
discussion. 

4.30 p. m. Business meeting at Hotel Waldorf-Astoria. 


MINUTES. 


The meeting was called to order at 4.45 p. m. by Vice- 
President Walter F. Willcox. 
The minutes of the last annual meeting were read and ap- 


proved. 
The reports of officers were then called for. 


REPORT OF SECRETARY. 


Mr. President and Members of the Association: 

I have the following to report in regard to the present 
condition of the Association and the work accomplished dur- 
ing the past year: 


Membership, Dec. 26th, 1908, date of last an- 





ES os cra esnd cee aiieeeaeeeeses 365 
ge I ee 164 
Deaths Gurime the Year ....cccccsccccccvess 7 
a oe cena dentenetetenenwdie 10 

ED oc.6vcnnenesicandeen ene 17 
PE SD ede voncosenebudesadcaawe 512 
CE soda de ceetat deena tale esewtes 147 


Beside members we have: 
SE TID 6 si neccwevadcccstccvndss 6 
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Subscribers (mostly libraries) .............. 154 
i peed enceaw eee 38 
as a cic w are a bao Wied Oeels 114 

EL 6s cere wheweawnweees 824 


The net increase of 147 members and 23 subscribers is 
most gratifying as an indication of an increasing interest in 
the work of the Association. An item of curious interest 
is the fact that we have 5 subscribers in Tokio as compared 
with 4 in New York City. I should note in this connection 
that we have found it desirable if not absolutely necessary to 
reduce our exchange list. This has been done without sacrific- 
ing any publications that were desired by our Librarian. We 
have cut off 57 Domestic Exchanges, 47 Foreign Exchanges, 
making a total reduction of 104. 

The following members have died during the year: Dr. 
Auguste Bosco, honorary member; John Stewart Kennedy, 
Henry C. Lea, life member; Col. A. A. Pope, life member; 
William Sellers, life member; Max West, life member, and 
Carroll D. Wright. 

Some interesting points are disclosed by an analysis of the 
membership list. The 164 new members added during the past 
year represent twenty-five states and five foreign countries. 
The total membership represents thirty-three states and 
seven foreign countries. In this connection the following 
tabular statement may be of interest as showing the distribu- 
tion of our membership among the states and cities containing 
the largest numbers. 


STATES. CITIES. 
Massachusetts 124 New York 85 
New York 111 Boston 68 
District of Columbia 65 Washington 65 
Pennsylvania 30 Philadelphia 19 
Illinois 20 Chicago 11 
Connecticut 19 Newark 10 
New Jersey 18 Hartford 8 
Wisconsin 14 Madison 8 


Maryland 11 Baltimore 8 
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Four numbers of the Quarterly Publications have been 
issued during the year. It has been impossible in most cases 
to get these numbers out promptly on time, but the delay 
has not been long, usually, and I think the Publication Com- 
mittee should be congratulated on the excellent work they 
have accomplished. It has been several years since the 
dearth of good articles has rendered it necessary to resort to 
double numbers. 

Besides the annual meeting held at Atlantic City, Decem- 
ber 28-30, 1908, three quarterly meetings have been held as 
follows: (1) A Memorial Meeting to President Carroll D. 
Wright, Boston, May 14, Vice-President Henry W. Farnam 
presided. Hon. S. N. D. North delivered an address on 
the Life and Work of President Wright (Published in the 
June Number). (2) Quarterly Meeting and Dinner at the 
Ebbitt House, Washington, D. C., September 24th. H. T. 
Newcomb presided. Addresses were delivered by Hon. E. 
Dana Durand end Dr. Cressy L. Wilbur. (3) Joint Meet- 
ing and Dinner with the Association of American Government 
Accountants and the American Public Health Association 
at the Ebbitt House, Washington, D. C., October 25th. Le 
Grand Powers presided. The principal speakers were Dr. 
Harvey N. Wiley and Dr. John 8. Fulton. 

The meetings in Washington were well attended and proved 
to be of much interest to our members. It seems desirable 
to hold at least one quarterly meeting in Washington each 
year, especially during the census period when so many of 
our members are located there. 

In closing I wish to thank the members of the Association 
for their hearty support and codperation which have ren- 
dered the splendid increase in our membership possible. 

Respectfully submitted, 
CARROLL W. Doren, 
Secretary. 


On motion it was voted to accept this report and to make it 
a part of the proceedings to be published in the March Num- 
ber of the Quarterly Publications of the Association. 











American Statistical Association. 


TREASURER’S REPORT. 


RECEIPTS. 
Membership Dues ............:. $845.35 
Sales and Subscriptions .......... 854.35 
Dividends and Interest .......... 174.64 
Sale of 5 shares B. & A. R. R. Co. 
EE ida ehh ahha he hn aenae ea, 1,189.37 
Sale of 1 share Cocheco Mfg. Co. 
a ee ae 375.00 
Balance on hand, Dee. 18, 1908 ... 87.40 $3,526.11 
EXPENDITURES. 
DE itkcveidubecntaduceawad $2,523.20 
a ee eT eT ee ey eee 75.36 
Salaries and Clerical Service ..... 296.85 
PL sieihiintGenssaneknudewe 50.08 
$2,945.49 
Balance on hand ................ 580.62 $3,526.11 
ASSETS. 
17 shares B. & A. R. R. Stock @ 230 ......... $3,910.00 


The receipts from membership dues were $260 greater 
than for the previous year, but the sales and subscriptions 
show a falling off of $53. The expense of printing showed 
an increase of $1,130, but salaries were less in amount than 
for the previous year. 

S. B. PEARMAIN, 
Treasurer. 


On motion the treasurer’s report was accepted and placed 
on file. 

The nominating committee, consisting of Frederick L. 
Hoffman, Frank H. Dixon, and Edward B. Phelps reported 
the following list of officers for the ensuing year: President, 
S. N. D. North; vice-presidents, Walter F. Willcox, Frederick 
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L. Hoffman, Henry W. Farnam, Martin A. Knapp, E. Dana 
Durand; treasurer, S. B. Pearmain; secretary, Carroll W. 
Doten; librarian, Horace G. Wadlin; counsellors, Cressy L. 
Wilbur, William H. Allen, William B. Bailey ; editorial board, 
John Koren, Thomas S. Adams, Frederick S. Crum, Joseph 
A. Hill, Allyn A. Young; committee on finance, E. R. L. 
Gould, John M. Glenn, S. B. Pearmain ; committee on library, 
Charles F. Gettemy, Charles J. Bullock, F. Spencer Baldwin. 

It was moved and seconded that the secretary be instructed 
to east one ballot for the entire list of nominees. This motion 
was unanimously adopted and the officers were declared 
elected. 

The following resolution was then adopted: Resolved, That 
it is the sense of this meeting that the office of president of 
this Association should not be held by one person for more 
than two consecutive years, but that a president shall be eli- 
gible for re-election after an intervening period of two years. 

The Committee on Revision of the Constitution, consisting 
of Frederick L. Hoffman, Davis R. Dewey, and Walter F. 
Willeox, reported progress. It was voted to continue the 
same committee, and they were instructed to report at the 
next quarterly meeting of the Association. 

On motion it was voted to accept the invitation of the 
National Civic Federation to send delegates to its Conference 
in Washington, D. C., January 17-20, 1910, on Uniform State 
Legislation, and the following delegates were chosen: Walter 
F. Willcox, William F. Willoughby, Frederick L. Hoffman, 
John Koren, and Edward B. Phelps. 

On motion the following members were appointed to a 
joint committee of this Association and the American Public 
Health Association, to codperate with Dr. Cressy L. Wilbur, 
Chief Statistician of the Division of Vital Statistics, U. 8. 
Bureau of the Census, in the preraration of Uniform Stand- 
ard Tables relating to births, dex.hs, ete.: Walter F. Willcox, 
C.-E. A. Winslow, T. S. Adams, Frederick S. Crum, and 
Allyn A. Young. 

John Koren was elected as a delegate to the Interna- 
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tional Congress of Hygiene and Demography to be held in 
Washington some time next year. 

The following committee was appointed to have full charge 
of the preparations for the next annual meeting of the Asso- 
ciation: William F. Willoughby, Frederick L. Hoffman, and 
the secretary. 

On motion it was voted to instruct the Editorial Board to 
consider the matter of changes in form, name, contents, etc., 
of the Quarterly Publications with power to make changes 
deemed desirable, subject to the approval of the Board of 
Directors. 

The following committee was appointed to audit the ac- 
counts of the treasurer: Charles F. Gettemy and Edward M. 
Hartwell. 

The meeting was adjourned at 6.45 p. m. 

CarRRoLL W. Doren, 
Secretary. 








oan ~ —_ oh Ay es 


_ —_ ean 2 








43] The Seventy-First Annual Meeting. 43 


THE OUTLOOK FOR AMERICAN STATISTICS.* 


By WALTER F.. WILLCox. 


This anniversary season, when nine organizations engaged 
in studying diverse aspects of man’s social life are gathered 
at the metropolis of America for fraternal coéperation and 
mutual inspiration, naturally invites attention to the field and 
the outlook of the several societies. Statistics as a subject, 
however, is larger and more impersonal than the association 
created to develop it and thus a better theme for our annual 
reunion. 

But why American statistics? Because statistics, like his- 
tory and unlike economies or sociology, invites or demands a 
national rather than an international or universal treatment. 
Statistics is connected with and dependent upon the state, 
not merely by derivation of the word and history of the thing, 
but also by a rigid necessity. The original statistical in- 
quiries which have been made by private agencies are insig- 
nificant in comparison with those which have been organized 
by government. In this field the aim of private citizens must 
be almost confined to a further interpretation and utilization 
of official returns, with due regard to the probable error of 
the figures. The outlook for statistics, then, depends mainly 
upon the attitude of government towards the subject. 

The first branch of statistical work to develop in the modern 
world was the statistics of deaths. A little later came that 
of births and of marriages. This branch of statistics, which 
in England is usually known as vital statistics but in France 
and other countries is more often termed demography, was 
established as a national system in England and Wales in 
1837, and, although the historical connection has not been 
traced, there is little doubi that the establishment of the Eng- 


* Presidential address delivered at a joint meeting of the American Social 
Science Association, the American Sociological Society and the American 
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lish registration system in 1837 was an important influence 
leading to the organization of this society in 1839, twenty-six 
years before any other of the associations with which we meet 
today was founded, and to the centering of its interest from 
the start upon vital statistics. The origin of our society at 
the capital of New England is another evidence of the con- 
nection I am suggesting, for New England during more than 
half a century and until recent years has been the main 
American nursery of vital statistics. Demography is the old- 
est branch of statistics; it has developed to a comparatively 
exact and scientific system; its methods have been subjected 
to long and searching criticism; its results are more unques- 
tionable, if not more important, than those reached in any 
other branch. Hence it is the natural and appropriate gate- 
way through which to approach the larger field, and the 
theme may be narrowed for the present to the outlook for 
American vital statistics. 

The influence of the frontier as a capital fact, perhaps the 
capital fact, in our national history is now recognized and 
accepted. The well-nigh insuperable obstacles to securing 
registration, even of deaths and much more of births and of 
marriages, in a population living under frontier conditions, or 
even in the settlements thinly spread over the face of the 
country for many hundreds of miles east of the frontier, have 
prevented the rise of an effective American demand for good 
systems of registration. This is illustrated by the difficulty in 
tracing the ancestry of the most distinguished American of 
the nineteenth century, Abraham Lincoln. His biographer 
tells us: ‘‘There are hundreds of families in the West bear- 
ing historic names and probably descended from well-known 
houses in the older states or in England, which, by passing 
through one or two generations of ancestors who could not 
read or write, have lost their continuity with the past as 
effectually as if a deluge had intervened.’* The limita- 
tions suggested by this quotation have been even more effective 
as a bar to the development of public records of deaths, births, 
or marriages. Canada and South Africa likewise have had 


* Nicolay and Hay, “Abraham Lincoln,” 





Ve. &, ». 2. 





—_ 


= 
® 














saci 5s Ot bt 











45] The Outlook for American Statistics. 45 


little suecess in transplanting vital statistics from the mother 
country to the colony and, if the experience of Australia and 
New Zealand has been different, this must be ascribed in the 
main to the massing of the population of those colonies in 
large cities. We may even ask what evidence there is that 
the registration records for the rural population of Australia 
and New Zealand are entirely complete and accurate. 

But the frontier has exerted a more subtle and pervasive 
influence in checking the development of American statistics. 
It has been productive of an individualism which asks only 
to be let alone, which favors a minimum of governmental 
investigation or regulation, and which is impatient of official 
interference. Have not this individualism and self-sufficiency 
been obstacles to the growth of that codperative action and 
social control needed for the effective government of a city? 
If so, our imperfect success thus far in city government may 
be the obverse of our great success in developing and pushing 
westward the frontier under the practice of laissez faire. 

For nearly twenty years the frontier has almost ceased to 
be a factor in American civilization. It was prophesied that 
‘‘with the passing of the free lands a vast extension of the 
social tendency may be expected in America,’’* and the proph- 
ecy has come true. The part of this movement with which 
we are now concerned is its influence upon the progress and 
the future of American demography. Probably the present 
generation has seen a more rapid advance in vital statistics 
than any preceding one. A survey of the progress will estab- 
lish this assertion beyond question. 

In 1880 records of deaths based on an effective system were 
obtained from about one sixth of the population; in 1909 they 
were obtained from fully five ninths. If the extension dur- 
ing the next generation shall be equally rapid, the first half of 
the twentieth century will see an effective system established 
in every state. There is ground for being even more sanguine, 
for believing that the movement, far from being retarded, 
will accelerate. Each state added to the registration area re- 
enforces the pressure already exerted upon the remainder by 


*F. J. Turner, “The Frontier in American History.” 
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the recommendation of Congress, the tactful but persistent 
urgency of the Census Bureau, and the example of the eight- 
een states already included. And, in fact, the extension of 
the registration area during the last four years has been 
greater than during any preceding decade. 

The registration of births is not yet on a satisfactory foot- 
ing, and, until the system of recording deaths had been de- 
veloped in many cities and states, the federal government 
delayed to act under the discretionary power given it by 
Congress and begin a campaign for the registration of births. 
I understand that the preliminary steps in this direction are 
now being taken. . 

It might be argued that the main influence at work in 
developing the registration of deaths has been the stimulus 
and guidance furnished by the Census Bureau, and, in sup- 
port of this view, is the seemingly stagnant condition of birth 
statistics while death records have been extending. But with 
that opinion I cannot agree. Birth statistics have not failed 
to develop ; on the contrary a careful examination, such as has 
never yet been made and as would not be appropriate to this 
oceasion, would certainly show that the births which now 
escape registration are relatively much fewer than they were 
in 1880. For example, Maine, New York, Pennsylvania, the 
District of Columbia, Wisconsin and California, embracing 
about one fourth of the population of the country, had no 
state records of births in 1880 and have them at the present 
time. No doubt some cities in these states, like New York 
City, had birth records after a fashion as early as 1880, yet 
even those have since become far more nearly complete. It 
was not until 1891 that the annual number of recorded births 
in this city exceeded the number of deaths. 

Regarding the statistics of marriages we have fuller and 
more conclusive evidence. The federal government has made 
two inquiries into this subject. In 1889, when the first report 
was published, less than one half of the states had any provi- 
sion for state registration of marriages, and in many of these 
the records were most unsatisfactory. In many other states 
marriages were recorded in each county, but for only about 
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two thirds of the counties did any such records exist, either 
at the county seat or at the state capital. At the present 
time marriage records exist in more than 97 per cent. of the 
counties, and three fifths of those which lack them are in 
South Carolina, the one state not requiring a marriage license 
and making no record of a marriage. Apparently the ex- 
tension of the registration of marriages, a field in which the 
federal government has exerted almost no influence, has been 
as great as the extension of the registration of deaths. 

Regarding divorce it need only be said that this is the one 
branch of vital statistics in which the United States has made 
contributions of capital importance, when judged by inter- 
national standards. The most important sources of statistical 
information about divorce throughout the world are the two 
reports of the federal government covering together the forty 
years between 1867 and 1906. 

The outlook for American vital statistics then appears 
hopeful. The next generation may and should do much to 
elevate it to the level of the best work done in older and more 
densely settled countries. 

The recent rapid development of the public health move- 
ment has reénforced the demand for competent demographers 
and so for an adequate training in vital statistics. Our states 
and cities might do much more for public health than they are 
doing if they could find more readily men able to show statis- 
tically the need for and the success of remedial measures. 
The medical schools, to which we naturally look, give little, if 
any, training in demography and cannot because their cur- 
ricula are badly overcrowded. A suggestion may be found 
in British experience. In that country a degree of B. S. in 
public health, or a diploma in public health, is given to a doc- 
tor who pursues after graduation a prescribed course in public 
health, including vital statistics. This example could be fol- 
lowed by our medical schools, only if the position of health 
officer or registrar were to be filled by the best qualified per- 
son, whatever his residence at the time of appointment, and 
carried a salary on which the appointee could live. 

It would be possible to review the other important branches 
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of American statistical work and to show that in most, if not 
in all, of them interest has been growing during the last 
few years. The development of demands for an effective and 
detailed supervision of public service corporations, for a dis- 
passionate and expert investigation of the industrial and com- 
mercial conditions with which a federal tariff law has to deal, 
for carefully planned budgets, federal, state and municipal, 
may be mentioned merely as examples of other directions in 
which the call for better statistics is now imperative. To 
develop that argument this afternoon would require too much 
time. Allow me, then, if you please, to assume that such a 
growth has occurred, is likely to continue and deserves en- 
couragement and support. 

How, then, may it be expedited? If American statistics 
are to progress more rapidly in the future than they have in 
the past there is urgent need for a larger number of men 
qualified by nature and training for a statistical career. 
Many of those now engaged in it have obtained all their 
knowledge in the office. Some have been drafted in from 
other occupations; others have risen through the successive 
grades of the service; few knew anything of statistics before 
their appointment to a statistical position. 

The work of a statistician is not yet established in this 
country as a profession and hardly as a career. Evidence of 
this may be drawn from the position of superintendent or 
director of the census, no doubt our most conspicuous statis- 
tical office. Since 1850 there have been eight superintendents 
or directors, the average length of whose service has been 
four and one half years. I have compared the careers of the 
seven persons most conspicuously identified with recent census 
work in England, France, Germany, Prussia, Italy, Austria 
and Russia. The average duration of their official life and 
their work in statistics was twenty-six years, nearly six times 
that in this country. The most notable exception to the rule 
that the official lifetime of an American statistician is very 
short is in the career of our late honored president, Carroll D. 
Wright, who was in the harness at Boston or Washington for 
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thirty-two years. Vires adquirit eundo. May there be many 
such instances in the years before us! 

How should statisticians be trained? Some say the office 
is the only good training school; others demand a preliminary 
course of study at an educational institution. No doubt each 
method can produce good men, but the best results in most 
cases are secured by a combination of the two sorts of training. 

There are parts of statistics which can be taught in a 
university far better than in an office. Such are its history 
and theory, the presentation of its main results as a coherent 
system of facts and principles, the comparison and criticism of 
methods and possibly in some cases the interpretation of con- 
clusions. 

There is another and less obvious aid derived from the 
academic teaching of statistics. An office with a large cleri- 
cal force is seldom so organized as to enable its heads to select 
quickly and accurately the clerks who best deserve promotion 
to responsible positions. Most new clerks are assigned duties 
of a routine character, which do not quickly reveal a man’s 
quality. It is one important function of a university to 
evaluate its students, not merely or mainly by the crude test 
of marks, but rather by developing in the teachers a sympa- 
thetic and yet critical estimate of each student’s power and 
promise. This estimate helps to direct into the statistical 
field some who have a native capacity for and interest in it and 
helps also to hasten the passage of such students through the 
deadening early stages of office life. 

During the last few years, notwithstanding an increase in 
the public appreciation and demand for trained statisticians, 
there has been little addition to the amount or improvement in 
the quality of statistical education. If the fact were other- 
wise we might feel much more confident of the outlook for 
statistics. In my judgment the colleges and universities have 
not kept pace with the popular readjustment. No doubt the 
short supply of trained men has retarded the progress of the 
work. 

Another serious obstacle to the rapid development of sta- 
tistical work has been the lack of any national statistical cen- 












































50 American Statistical Association. [50 


ter, such as each great European country possesses at its 
capital. Years ago that position belonged probably to Bos- 
ton; now it does not. If federal work in statistics continues 
to grow as it has done of recent years Washington will soon 
take, if indeed it has not already taken, the leading place. 
Whether or not our development shall make any one place, 
like Washington or New York, preéminent in the variety, im- 
portance and quality of its statistical work, there is surely 
need for continuing the education of statisticians in official 
life by providing a forum where they may meet and by mutual 
conference and friendly criticism may contribute to the 
progress of each other’s work. European experience has 
found the great advantage of such conferences and since 
1853, when the first international statistical congress assembled 
at Brussels, the number and variety of such meetings have 
slowly increased, barring the slight check after the war of 
1870—’71. In the variety of its conditions and its problems 
this country is almost continental, and periodic conferences of 
statisticians within its limits are needed now and the need 
is likely to become imperative. How the need shall be met 
and whether this Association finds in it any duty and oppor- 
tunity are questions I submit to its consideration. 

Closely correlated with this but perhaps even stronger is the 
need for a center at which the producers and the critical con- 
sumers of statistics may meet and fraternize. There has long 
been some danger that these two groups would not work har- 
moniously in the common interest. Probably most of us have 
seen instances of the kind. While the danger is less than it 
was ten years or more ago, yet so long as the two groups keep 
at arm’s length and fail to exchange experiences and opinions, 
the danger may revive, either with groups or with individuals. 
Here, too, may be a field for this association. 

Our society is now seventy years of age and, with the ex- 
ception of the Royal Statistical Society, it is, I believe, the 
oldest statistical organization in the world. The subjects 
with which it is especially concerned have developed but 
slowly in the United States, owing to conditions which are 
fast disappearing. Never has the growth of interest in statis- 
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tics and the demand for thorough and dispassionate statistical 
analysis and interpretation been so rapid. The most im- 
perative need is for the recognition of statistics as a career 
or profession and for facilities whereby it may be adequately 
taught and effectively acquired. Notwithstanding this reserva- 
tion, the outlook for American statistics is bright and en- 
couraging. 











American Statistical Association. 


CHANGES IN CENSUS METHODS FOR THE CENSUS 
OF 1910.* 


By Hon. E. DANA DuRaAnp, Director of the Bureau of the Census. 


It would be quite impossible within any reasonable limits 
of time to give a general description of the methods which will 
be employed in taking the coming census. So far as those 
methods are the same as have hitherto been employed, a 
description of them would be of little interest to the mem- 
bers of this association, most of whom are already thoroughly 
familiar with past censuses. This paper is, therefore, con- 
fined substantially to the differences between the methods 
which are being or are to be employed in the present census, 
and those of past censuses. 

We believe, of course, that the changes which are to be 
made will prove advantageous; but one can hold this opinion 
without in any way disparaging the work of prior censuses. 
In part the changes proposed are necessary adaptations to 
actual changes in conditions of our national life. Many of 
the changes, moreover, are based on recommendations of 
former Census Directors or of other men whose experience at 
prior censuses has taught them where the defects lay. 

Those changes in census methods which may have a bear- 
ing upon the scientific value of the statistics may be grouped 
under three main heads; namely, those which relate (1) to 
methods of selecting those employees who collect the statis- 
ties, (2) to the scope of the inquiries and the forms of sched- 
ules, and (3) to methods of analysis and _ interpretation. 
Only as to the first two are plans sufficiently developed to per- 
mit any statement of value. 


* Address delivered at a joint meeting of the American Statistical Associa- 
tion and the American Sociological Society, New York, December 29, 1909. 
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EXAMINATION OF CANDIDATES FOR APPOINTMENT. 


The value of census work depends primarily upon the in- 
telligence, industry, and integrity of those who collect the 
statistics in the field. It is, at best, exceedingly difficult to 
secure competent persons to do the census field work, because 
of the very limited duration of the employment which can 
be offered. 

One innovation at the present census looking toward the 
selection of more competent field employees was an open com- 
petitive exdmination for the special agents who collect the 
statistics of manufactures, mines, and quarries. This exam- 
ination was of a practical character, consisting in part of 
evidence regarding the candidate’s education and experience, 
and in part of the filling out, from the description of a 
hypothetical manufacturing concern, of a schedule corre- 
sponding to that which the special agents will actually use in 
the field. In this connection it may be noted that we expect 
at the present census to specialize to some extent the work 
of the manufactures agents, confining one set to one class 
of establishments and another set to another. This, how- 
ever, can be done within reasonable limits of expense only 
in a few large industrial centers. There will also be a more 
or less complete segregation of the work on mines and quarries 
from that on manufactures. Even this limited degree of 
specialization will, it is believed, serve to increase the effi- 
ciency of the field work on these subjects. 

In the second place, we are undertaking at the present cen- 
sus to exercise somewhat greater care in the examination 
of candidates for the position of enumerator of population 
and agriculture than was exercised in 1900. In that year 
every candidate for the position of enumerator was required 
to take a written test, consisting of the filling out of a sample 
population schedule from a description of a number of 
typical families and individuals. The form of the test was 
satisfactory, and substantially the same will be used at the 
present census, with the addition of a test on the agricultural 
schedule in rural districts. In 1900, however, no precaution, 
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other than the candidate’s own statement, was taken to pre- 
vent him from securing assistance in preparing his test 
paper. The blanks were sent to the candidates at their homes, 
and they could fill them out at their leisure without any su- 
pervision. At the present census we propose to assemble the 
candidates at numerous convenient places throughout the 
country and require them to prepare the test paper in the 
presence of examiners. 

This examination, although open to every one, is not strict- 
ly competitive. There are many important. qualifications for 
an enumerator which can not be tested in this way, and which 
the supervisors must not only be permitted, but must be di- 
rected, to take into account in selecting those whom they 
recommend to the Director for appointment. Doubtless some 
of the supervisors will take advantage of the discretion which 
is allowed them, to prefer one candidate over another for po- 
litical or personal reasons. The supervisors, however, will 
be required actually to grade the papers of all the candidates, 
and will be furnished a guide by which they can do so rapidly 
and accurately. Moreover, they will be required, at the time 
they make their recommendations, to transmit the papers of 
all the candidates to the Census Bureau, where the papers of 
those recommended, and such others as the Bureau may see 
fit to examine, will be reviewed. It is believed that the result 
of these requirements will be that most supervisors will pay 
due regard to the relative excellence of the test papers in 
making their selections. 


GENERAL CHANGES IN SCOPE OF ENUMERATORS’ WORK. 


The experience of the past has clearly demonstrated the 
danger of burdening the enumerators and field agents with 
too much detail, and of requiring from them the exercise of 
too high a degree of judgment. We have, therefore, aimed, 
so far as the constantly increasing complexities of American 
economic and social life would permit, to reduce the number 
of schedules and to simplify the schedules and the instruc- 
tions. On the other hand, it has been found necessary in 
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a few respects to add to the schedules with a view to bring- 
ing out certain fundamental facts or distinctions which have 
hitherto been ignored, or which have only in recent years 
become of importance. 

The work of the enumerators has been simplified by the 
action of Congress itself in relieving them of the schedule of 
vital statistics, which was used in 1900. The census work re- 
garding vital statistics is now confined, as every one knows 
that it should be, to collecting and publishing the results of 
the registration systems of individual States and cities. It 
will be recalled that at the census of 1890 the enumerators 
were required to cover many subjects which were not called 
for in 1900; and it follows that the work of the enumerator 
will be far narrower in its scope in 1910 than it was in 1890. 

The work of the enumerators at the present census is, in 
fact, in most cases confined to the use of three schedules — the 
general population schedule, the general farm schedule, and 
the schedule of live stock not on farms and ranges, the last 
named being very simple and of minor importance. In some 
districts where the number of manufacturing and mining es- 
tablishments is too small to justify the employment of special 
agents, the enumerators will also collect statistics for such 
establishments; and in the Southern States, as more fully 
set forth later, they will use the plantation schedule in addi- 
tion to the general farm schedule. 





CHANGES IN POPULATION SCHEDULE. 


Some important changes have been made, in the instructions 
for filling the population schedule, with regard to the question 
who should and who should not be enumerated in a given lo- 
eality. The most serious difficulty confronting enumerators 
is that of determining the ‘‘usual place of abode,’’ which is, 
by law, the basis of the enumeration. Much confusion could 
be avoided by adopting the usual European custom of 
enumerating every person where he is actually present on the 
census day, instead of where he ‘‘belongs’’ or has his usual 
home. It would not be feasible to describe, even in brief 
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terms, the changes in the instructions on this point; but 
suffice it to say that, without in any way lengthening them, 
they have been, I am convinced, made much clearer, and con- 
form more closely to the proper principles. 

Another change regarding the population schedule, while in 
a way apparently slight, will, it is hoped, be of much value 
in improving our statistics as to families and the fecundity 
of marriages. The schedule of 1900 asked, as to each woman, 
how many children she had borne during her lifetime and 
how many were now living, but there was no way of telling 
how many of these children were the fruit of a single 
marriage. The difficulty arose from the fact that the only 
information regarding a woman’s marital relation was con- 
tained in the entry, ‘‘single,’’ ‘‘married,’’ ‘‘widowed,’’ or 
**divorced,’’ together with the number of years of her pres- 
ent marriage. The number of children reported might have 
been the fruit of a single marriage or of two, three, or even 
more successive marriages. With a view to securing in- 
formation with regard to the relation between the number of 
years of marriage and the number of children, we at first 
contemplated changing the schedule so as to call only for 
the number of children by the present marriage. This, how- 
ever, would have cut out a great deal of information regard- 
ing the children of women widowed or divorced, as well as 
regarding the children of those married more than once. A 
simple solution of the difficulty was finally devised; namely, 
to ascertain, in the case of each woman now in the married 
state, whether it is the first or a subsequent marriage. It 
will be possible, therefore, to select all women now in their 
first marriage relation, ascertain the number of years of that 
marriage, and present for such women the number of children 
borne and the number now living; and these statistics will 
relate to a sufficiently large proportion of the population to 
give a correct view as to the relation between duration of 
marriage and number of children. At the same time, of 
course, statistics can be presented showing the number of chil- 
dren which each woman has borne, whether she be now wid- 
owed or divorced, or whether married once or more than once. 
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A very important change has been made in the population 
schedule with reference to the return of occupations. At the 
last census only a single column was devoted to the return of 
occupations, and the result was that in many cases the desig- 
nation was not sufficiently clear to permit a close determina- 
tion of the industrial distribution of the inhabitants. At the 
present census there are three interrogatories relating to oc- 
cupation ; namely: 

(1) Trade or profession of, or particular kind of work 
done by, this person (illustrated by such examples as spinner, 
salesman, laborer, ete.). 

(2) General nature of industry, business, or establishment 
in which this person works (illustrated by such examples as 
cotton mill, department store, street work, etc.). 

(3) Whether an employer, employee, or working on own 
account. 


This change will not only permit a more precise definition 
of occupations, but it will also be possible to group those gain- 
fully oceupied in two different ways: first, according to the 
profession, trade, or craft which they themselves pursue; and 
second, according to the industry or business with which they 
are connected. Thus, a blacksmith may be employed in a 
village shop or in a railroad machine-shop or in a shipyard. 
Under the old schedule, if all blacksmiths were reported as 
such, the shipbuilding industry or the railroad business would 
not be credited with its full number of employees; whereas, 
on the other hand, if the blacksmith were reported merely as 
a railroad-shop worker or a shipyard worker, the total num- 
ber pursuing this particular craft was not shown. The new 
question distinguishing employers from employees and from 
those working on their own account, although it involves 
some difficulties and will probably not result in strictly ac- 
curate returns in certain cases, will nevertheless throw much- 
needed light upon the actual industrial status of the people 
of the country. 

Aside from these changes in the agricultural schedule, the 
Census Bureau will adopt in 1910 an important innovation 
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with respect to the method of collecting the agricultural sta- 
tistics. The schedule being very lengthy and many of the 
questions being such that the farmer can scarcely answer 
them offhand, there is great danger that the enumerator, who 
is under pressure to get through as rapidly as possible, will be 
unable to secure accurate returns during the short time of his 
visit to the farmer’s home. We have therefore decided to send 
to each farmer in the northern part of the country an advance 
copy of the agricultural schedule, with the request that he 
fill it out before the enumerator comes. The enumerator will 
be instructed not to take up these advance schedules from the 
farmers, but to copy them off on his official schedules. This 
will give him the opportunity to note errors and correct them, 
or to ask additional questions necessary to the perfection of the 
schedule. 

Much consideration has been given to the question of em- 
ploying the same method in connection with the population 
statistics. In Great Britain and various other countries the 
schedules are distributed to the heads of families and subse- 
quently collected by the enumerator after he has added the 
necessary information to make them complete. Owing to the 
presence in our American cities of such a large number of 
persons of limited education, particularly among the foreign 
born, it has seemed doubtful whether this system would work 
successfully in the United States, especially in the large cities. 
Nevertheless, we are going to try the experiment in at least 
two or three cities at the present census, and to study the re- 
sults carefully with a view to determining whether it wil] be 
possible to use this method generally at the census of 1920. 
If it were possible to have the greater part of the census work, 
both as regards agricultural and population statistics, done by 
the heads of families themselves, the rate of pay to enumer- 
ators could be materially reduced and a large saving effected. 

The last change in the population schedule which calls for 
mention is the insertion of the question, as required by the 
new Census Act: ‘‘ Whether out of work on April 15, 1910.’’ 
This new question is in addition to the question, ‘‘Number of 
weeks out of work during the preceding year,’’ which cor- 
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responds to the old question, ‘‘Number of months unem- 
ployed,’’ the substitution of the words ‘‘out of work’’ for 
‘‘unemployed’’ being designed to emphasize what we consider 
the proper meaning of the inquiry. It can not be hoped that 
any very considerable degree of accuracy will be secured in 
the replies to either of these questions, as it is obviously diffi- 
cult to define the phrase ‘‘out of work.’’ Our instructions are 
that persons are to be reported as out of work only where they 
want work and can not find it, and that persons who are sick, 
on strike, or voluntarily idle are not to be reported as out 
of work. Of course, it would be interesting to know also how 
many working people are out on strike at the time of the cen- 
sus, or how long they were out of employment because of 
strikes during 1909. It would be interesting, too, to have 
some information as to the loss of earning power through 
sickness. To combine, however, all forms of unemployment 
in one return, without distinguishing the causes, which would 
be impracticable, would obscure the answer to the question 
which, after all, interests the greatest number of people; 
namely, how far work is lacking for those who are willing 
and able to work. 


CHANGES IN THE AGRICULTURAL SCHEDULE. 


The schedule of agriculture looks somewhat appalling to the 
uninitiated, and scarcely less so to the fully initiated. Its 
many questions are, however, due to the complexity of 
American agriculture; and it is difficult to see how any con- 
siderable condensation could be made without sacrificing im- 
portant information. In fact, it is only with the greatest 
difficulty that the Census Bureau is able to resist the pressure 
to elaborate the schedule still further. Experts in the De- 
partment of Agriculture, for example, interested in noting 
the progress in the cultivation of new products and their 
adaptation to local conditions, constantly urge an increase in 
the number of items; associations of live-stock breeders call 
for more detail regarding farm animals; fruit growers for 
more detail regarding fruits, ete. The best that we have been, 
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able to do is to classify the questions more systematically 
under large groups, with conspicuous headings, and to sim- 
plify the phraseology and the instructions regarding them. 
The classification into groups will enable the enumerator in 
many cases to pass over a number of the groups which do not 
apply to the agricultural conditions in his section of the 
country. 

The most important change planned with respect to the cen- 
sus of agriculture relates particularly to the conditions in the 
Southern States. Much of the land in the Southern States 
is held in large plantations, but is operated, principally by 
negroes, in small tracts under a lease system. At the census 
of 1900 the only unit recognized was the so-called ‘‘farm,’’ 
and the land operated by each tenant was treated as a sep- 
arate farm. In other words, no recognition was given to the 
plantation as an agricultural unit. As a matter of fact, 
many, though not all, of the Southern plantations are actual 
economic units, and the tenants who work on them are prac- 
tically farm laborers employed by the plantation owner, 
alfhough each is assigned a definite portion of land and is 
compensated by a share of the crop instead of by cash wages. 
On many plantations the tenants own no work animals or 
farm implements, and work quite as much under the direction 
of the plantation owner as hired farm hands in the North 
work under the direction of the farm owner. There are, 
however, many other cases in which the owner of a tract of 
land, sometimes still called a plantation, has divided it up 
into what may properly be called separate farms, which are 
leased out to tenants who furnish their own farm animals and 
implements and who work almost, if not entirely, in inde- 
pendence of any control by the owner of the land. In these 
cases it is proper enough to regard the tenant farm as the 
agricultural unit; but in the case of the other type of planta- 
tions it is necessary to recognize the plantation as the unit, 
at least for certain purposes. To liken the negro ‘‘cropper’’ 
of the South on his bit of land to the independent farmer op- 
erating a rented farm in the North is entirely to obscure the 
true agricultural, economic, and social conditions. It at- 
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tributes to negro farm laborers an independence which many 
of them have, unfortunately, not as yet attained. Moreover, 
at the census of 1900 much duplication of land and of crops 
occurred by reason of the fact that one enumerator would 
return the entire plantation of a given owner while another 
enumerator would return the same land on the schedules for 
the several tenants, and it required much work in the office 
to elinanate these duplications. 

The difficulty will be attacked at the present census 
by preparing a special schedule to be filled by the plan- 
tation owner or his manager, while at the same time retain- 
ing separate schedules for the individual tenants. These two 
sets of schedules will be so adjusted to each other as to make 
it comparatively easy to eliminate duplications. The attempt 
will be made also to distinguish as clearly as possible be- 
tween those cases where the negro tenant is practically a farm 
laborer supervised by the plantation owner, and those cases 
where he is largely or wholly independent of such control and 
supervision. An approximately correct distinction of this 
character can apparently be made, even in the absence of other 
data, from the form of the rental contract itself. It appears 
that ordinarily, where the tenant pays half of the crop as his 
rental, he is practically a farm laborer under supervision ; 
while usually those tenants are practically independent who 
pay as rent either a given amount of cash or of cotton, or a 
share less than one half (one fourth the cotton and one 
third the corn being a common arrangement of this character. ) 

Another important change in the farm schedule is designed 
to enable the Census Bureau as nearly as possible to eliminate 
duplications in the value of farm products. It is practically 
useless, in view of the fact that most farmers do not keep ac- 
curate bookkeeping accounts, to ask the farmer directly what 
is the total net value of his product for the year. The only 
practicable way is co ask him the quantity and value of each 
crop or product which he has raised. The farmer who raises 
a given number of bushels of corn and tons of hay and feeds 
them all or in part to his own live stock will, therefore, 
duplicate in so far the value of his products, reporting both 
5 











60 American Statistical Association. [60 


able to do is to classify the questions more systematically 
under large groups, with conspicuous headings, and to sim- 
plify the phraseology and the instructions regarding them. 
The classification into groups will enable the enumerator in 
many cases to pass over a number of the groups which do not 
apply to the agricultural conditions in his section of the 
country. 

The most important change planned with respect to the cen- 
sus of agriculture relates particularly to the conditions in the 
Southern States. Much of the land in the Southern States 
is held in large plantations, but is operated, principally by 
negroes, in small tracts under a lease system. At the census 
of 1900 the only unit recognized was the so-called ‘‘farm,’’ 
and the land operated by each tenant was treated as a sep- 
arate farm. In other words, no recognition was given to the 
plantation as an agricultural unit. As a matter of fact, 
many, though not all, of the Southern plantations are actual 
economic units, and the tenants who work on them are prac- 
tically farm laborers employed by the plantation owner, 
alfhough each is assigned a definite portion of land and is 
compensated by a share of the crop instead of by cash wages. 
On many plantations the tenants own no work animals or 
farm implements, and work quite as much under the direction 
of the plantation owner as hired farm hands in the North 
work under the direction of the farm owner. There are, 
however, many other cases in which the owner of a tract of 
land, sometimes still called a plantation, has divided it up 
into what may properly be called separate farms, which are 
leased out to tenants who furnish their own farm animals and 
implements and who work almost, if not entirely, in inde- 
pendence of any control by the owner of the land. In these 
cases it is proper enough to regard the tenant farm as the 
agricultural unit; but in the case of the other type of planta- 
tions it is necessary to recognize the plantation as the unit, 
at least for certain purposes. To liken the negro ‘‘cropper’’ 
of the South on his bit of land to the independent farmer op- 
erating a rented farm in the North is entirely to obscure the 
true agricultural, economic, and social conditions. It at- 
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tributes to negro farm laborers an independence which many 
of them have, unfortunately, not as yet attained. Moreover, 
at the census of 1900 much duplication of land and of crops 
occurred by reason of the fact that one enumerator would 
return the entire plantation of a given owner while another 
enumerator would return the same land on the schedules for 
the several tenants, and it required much work in the office 
to eliminate these duplications. 

The difficulty will be attacked at the present census 
by preparing a special schedule to be filled by the plan- 
tation owner or his manager, while at the same time retain- 
ing separate schedules for the individual tenants. These two 
sets of schedules will be so adjusted to each other as to make 
it comparatively easy to eliminate duplications. The attempt 
will be made also to distinguish as clearly as possible be- 
tween those cases where the negro tenant is practically a farm 
laborer supervised by the plantation owner, and those cases 
where he is largely or wholly independent of such control and 
supervision. An approximately correct distinction of this 
character can apparently be made, even in the absence of other 
data, from the form of the rental contract itself. It appears 
that ordinarily, where the tenant pays half of the crop as his 
rental, he is practically a farm laborer under supervision ; 
while usually those tenants are practically independent who 
pay as rent either a given amount of cash or of cotton, or a 
share less than one half (one fourth the cotton and one 
third the corn being a common arrangement of this character. ) 

Another important change in the farm schedule is designed 
to enable the Census Bureau as nearly as possible to eliminate 
duplications in the value of farm products. It is practically 
useless, in view of the fact that most farmers do not keep ac- 
curate bookkeeping accounts, to ask the farmer directly what 
is the total net value of his product for the year. The only 
practicable way is to ask him the quantity and value of each 
crop or product which he has raised. The farmer who raises 
a given number of bushels of corn and tons of hay and feeds 
them all or in part to his own live stock will, therefore, 
duplicate in so far the value of his products, reporting both 
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the value of the corn and hay and the value of the live stock 
sold or slaughtered. At the census of 1900 the attempt was 
made to eliminate this duplication in some measure by asking 
as a single question the value of all products of the farm 
enumerated which had been. fed on that farm to animals or 
poultry. This value was deducted from the sum of the gross 
values of the several individual products to give the net 
value. This plan involved the obvious difficulty that the 
farmer had in most cases no direct knowledge of the quantity 
or value of his products which he had fed to his own live- 
stock. Moreover, even this deduction did not give the true 
net value of the farmer’s product, for it took no account of 
the fact that he might have purchased feed from other farmers 
for his live stock. 

At the present census, in order to permit the elimination of 
these duplications, we shall ask, in the first place, the amount 
spent by the farmer for hay, grain, and other produce (not 
raised on his own farm) for use as feed for domestic animals 
and poultry, and also the amount spent for the purchase of 
domestic animals. In the second place, instead of asking 
directly what products raised by the farmer himself were fed 
to his live stock and poultry, we shall ask the quantity and 
value of his sales of products adapted to feed of stock, such 
as corn, oats, hay, and the like, the difference between the 
quantity sold and the quantity produced, which is also asked, 
representing substantially the amount consumed by stock. 
In the case of those crops, such as wheat, which are not 
adapted for feeding to animals, we shall ask simply the 
quantity produced and its value, and treat the entire amount 
as a direct net product of the farm. By adding, therefore, 
the value of those crops which are produced exclusively for 
sale, the value of animals sold and slaughtered, and the value 
of the sales of such crops as are adapted for the feed of ani- 
mals, and deducting from this total the value of feed and 
animals purchased, the net value of the product of the farm 
is secured. These changes involve additional questions on 
the schedule, but they are absolutely essential to getting the 
true net value of the product. 
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Another change of some importance in the farm schedule 
consists in the attempt to ascertain the quantity of wood- 
land on farms, and to distinguish pasture land of different 
classes. At the census of 1900 the only distinction made as 
to the types of land was that between improved and unim- 
proved land. At the present census we shall, in one inquiry, 
distinguish (1) improved land, (2) woodland whose principal 
value is in the forest products, and (3) all other unimproved 
land; and shall in another inquiry ask regarding pasture 
land, distinguishing it into three classes, (1) woodland pas- 
ture containing more or less scattered timber but not properly 
classified as woodland, (2) improved land in pasture, and 
(3) all other pasture land. Those interested in forestry, as 
well as those interested in the grazing industry, consider these 
changes essential to the proper classification of the farm lands 
of the country. 


CHANGES IN THE MANUFACTURES AND MINING SCHEDULE. 


It is possible to get more accurate returns of the manu- 
facturing industries than of agriculture, because most manu- 
facturers keep book accounts. The same is true to a large ex- 
tent of mining. We shall endeavor to impress upon the spe- 
cial agents who collect statistics of manufactures and mines 
the necessity of securing actual bookkeeping figures wherever 
they exist. With a view to making this possible within the 
available limits of time, we have very materially reduced the 
inquiries in the manufactures schedule. The number of in- 
quiries eliminated is small, but those eliminated are the ones 
which it required the most time to answer correctly from the 
books. The fact is that it was quite impossible for the ordi- 
nary special agent, at the censuses of 1900 and 1905, to fill 
the schedules completely from actual bookkeeping figures 
within the limit of time which he was allowed. He was prac- 
tically forced to resort to estimates with respect to certain 
of the questions, and this naturally tempte him to accept 
estimates for other questions which could have been readily 
answered from actual bookkeeping data. * 
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These condensations in the manufactures schedule are prin- 
cipally in the following three respects: 


(1) At the censuses of 1900 and 1905 the schedule called 
for the average number of men, the average number of wom- 
en, and the average number of children under 16 employed 
during each month of the year. In the office these monthly 
averages were combined to give the annual average. In- 
asmuch as pay rolls do not distinguish age and do not in all 
-eases distinguish sex, the mere segregation by age and sex 
involved great difficulty and practically necessitated estimates. 
Moreover, to obtain the average number of employees in any 
single month would have required the examination of all the 
pay rolls for that month, giving regard to the number of days 
on which each person was employed, and adjusting the cases 
where a single pay roll extended from one month into an- 
other. All this was quite impossible in any reasonable length 
of time. At the present census we are asking for the dis- 
tinction between men, women, and children for only one single 
date in the year. The distribution as between, men, women, 
and children for that date will be assumed, as it safely can, 
to be fairly typical of the distribution for the year as a 
whole. With a view to ascertaining the annual average 
number of employees of all classes combined, we ask, not 
the average number for each month, but the number employed 
on the fifteenth day of each month. The average for these 
twelve days will give substantially the same result as an 
average calculated from twelve monthly averages; and the 
data can be obtained from the actual pay rolls in but a small 
fraction of the time which would have been required to cal- 
culate monthly averages. 

(2) We have eliminated entirely the question calling for 
the number of employees classified according to their rates 
of wages or earnings. This was done with much regret, 
for correct information showing how many employees in the 
country as a whole, or in a given state, or in a given indus- 
try, obtain specified rates of wages would be the most valu- 
able possible form of wage statistics. We were forced to the 
conclusion, however, that the amount of labor involved in 
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getting this information correctly from actual pay rolls 
would be prohibitive in v‘ew of our limited appropriations. 
There is every reason to believe that at prior censuses the 
information in most cases was not taken from actual records, 
but was based on more or less inaccurate estimates of the 
operator of the factory. 

(3) At the censuses of 1900 and 1905 the schedule called 
for a distinction between those materials consumed which 
were strictly raw materials and those which were partly 
manufactured. This distinction was intended to permit the 
calculation of the so-called net value of manufactures by de- 
ducting from the gross combined value of the product of 
manufacturing establishments the value of those materials 
which represented the product of some other manufacturing 
establishment. As was pointed out in the text of the report 
of 1900, however, it is not possible to make use of this system 
of eliminating duplications except with regard to the country 
as a whole. When applied to individual states or cities or 
to individual industries, it loses all significance. The books 
of manufacturing establishments ordinarily do not directly 
segregate the cost of raw materials proper from that of partly 
manufactured materials, and the special agent was in most 
eases forced either to accept estimates of the value of the 
two classes of materials or to work through a maze of de- 
tails of separate purchases in order to segregate the one 
class from the other. It has seemed to us that the value of 
the information secured did not justify the encouragement 
of the practice of making estimates, which was bound to ex- 
tend from the separate classes of materials to the totals. At 
the present census, therefore, the only distinction which is 
made with respect to raw materials is that between fuel and 
other kinds of materials. It seems to us that the fairest 
measure of the contribution that manufactures make to the 
wealth of the country, and the fairest comparison between 
different states or localities and different industries with re- 
spect to their significance in manufacturing, are secured, not 
by deducting from the gross value of the product the value 
of partly finished materials, but by deducting the value of 
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all materials. We propose to show this net value of product 
generally throughout the presentation of the statistics, in 
addition to the gross value. 

Changes have been made in the general mining schedule 
similar to those in the manufactures schedule. The special 
schedules for leading individual manufacturing and mining 
industries have also, in most cases, been materially condensed 
and simplified. 


METHOD OF PRESENTING STATISTICS. 


It would be inappropriate at the present time to discuss 
the exceedingly tentative plans which we have in mind with 
respect to the method of tabulating and publishing the sta- 
tistics of the census of 1910. In a general way it may be 
said that it seems desirable that the statistics should be pub- 
lished in a larger number of small volumes instead of a small 
number of very bulky volumes. It will perhaps be possible 
to separate the text and analytical tables from the general 
and detailed tables, and also to a greater extent to publish 
the material regarding separate subjects in separate vol- 
umes. We hope to be able to present an analysis of the sta- 
tistics of families, which was not done at the census of 1900, 
and in certain other directions to present and discuss the sta- 
tistics more fully than was done at that time. 
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THE STATISTICAL BASIS OF BUDGET-MAKING.* 


By HERMAN A. Metz, Comptroller. 


Today is not the first time that statistics and budgets have 
met. For two hundred years practically the only purpose of 
statistics was to assist in budget-making. At the beginning, it 
is true, both budget-makers and statisticians concerned them- 
selves with the public’s ability to pay taxes, rents, etc., rather 
than with public expenditures. For that matter the same is 
true today of budget-makers in most of our American cities. 
Governor Hughes says it is true of New York State’s budget- 
makers, and no less an observer than President Taft suggests 
that there is not, after all, a very great difference between a 
French minister farming out a nation’s revenues and the 
American taxpayer, who farms out power to raise funds for 
billion-dollar congresses. Just as the European farmer and 
merchant of the seventeenth and eighteenth centuries con- 
centrated their attention on the amount of money collected 
from them for their governments, rather than upon the use 
made by those governments of money collected, so the Ameri- 
can farmer, manufacturer and business man have, until quite 
recently, not given even a small fraction of their thought 
to what government has done with taxes. 

Merely to collect enough money to run New York City does 
not require a very extensive or a very high type of statistical 
organization. We have unlimited wealth, or at least our re- 
formers, department heads and most taxpayers think we have. 
Knowing where real estate is, it requires but a small force of 
statisticians and collectors to locate the owner and collect his 
money. To be sure, the statistical method should be and is 
employed to see that property is equably assessed, but New 
Yorkers are so proud of their ability to pay, or perhaps so 


* Address before the American Statistical Association, Merchants’ Asso- 
ciation, New York City, December 30, 1909. 
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fearful each that he may be compelled to pay his full share, 
that until recently we have not even bothered ourselves about 
administrative control over taxes in arrears, or other city 
revenues. In passing, however, I want to say that the same 
reorganization which is giving New York City a broader 
statistical basis for its budget-making has also led it to adopt 
the methods of private business for learning what revenues 
are due, what are overdue and what are collected but not yet 
turned into the treasury. 

Having in mind the limitations of an after-lunch, round- 
table discussion, I have tried to bring out but a few points 
which may provoke mutually helpful discussion. 

Statistical analysis of past expenditures as a basis of esti- 
mating next year’s budget requirements is the particular as- 
pect of statistics and budget-making which I have assumed you 
wish me to discuss here today. As you could have asked me 
to open this discussion only because of my connection with 
the last four budgets voted for New York City, I shall con- 
fine myself to these budgets and statistics in making which 
I have, as city comptroller, had a part. To the differences of 
method which will be noted, practically all members of the 
present administration have contributed. From the first the 
mayor and president of the board of aldermen took active in- 
terest in and supported with their votes each constructive 
move. ‘The five borough presidents voted uniformly for these 
differences, and several times when their own appropriations 
were thereby materially reduced. The mayor’s appointees at 
the head of over one hundred departments have collaborated 
by furnishing the information demanded, many of them by 
giving up their vacations to find out for themselves what the 
facts were, and by re-shaping their estimates according to in- 
formation elicited by uniform questions sent out by the de- 
partment of finance. 

So regardless of politics, person and party is the science 
which the American Statistical Association is organized to 
promote that in testing it on New York City’s budgets, a 
so-called Tammany administration has effected progress which 
no reform administration ever even promised. More has 
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been done than New York’s professed reformers either asked 
us to do or have yet discovered; more, in fact, than leading 
authorities in history, economies, politics, sociology, statistics 
or ethics have advised or helped us to do. In fact, the very 
borough presidents whom Governor Hughes removed for un- 
businesslike methods voted for budget reforms, which the 
good governor himself has never found time to recommend 
definitely for the thirty-five-million-dollar budget which he 
himself signs. And if, as now appears, President Taft is soon 
to prove that his predecessor could have been removed for 
signing unscientific and padded budgets had he been in Gov- 
ernor Hughes’ jurisdiction, I feel it is only fair to recall that 
President Taft’s awakening came three years after New York 
City, the béte noir of reform politics, had committed itself to 
and put into effect budget reforms more comprehensive and 
more definite than any which President Taft has yet outlined. 

How we came to undertake to provide a statistical basis 
for New York’s budget-making is a story that is not without 
its lessons for official and private purveyors of statistics, and 
for the experts in various fields of social science who are gath- 
ered in New York this week. When President Lowell sends 
his men into what he calls ‘‘the laboratory of public admin- 
istration’’ to study the ‘‘physiology of politics,’? and when 
Professor Hart and Professor Dewey wish to train their men 
in ‘‘historical accuracy’’ and in ‘‘accurate observation,’’ I 
would commend to them the budget processes of New York, 
of their own city, or of any other administrative unit in the 
United States. The New York laboratory tells a story of codp- 
erative effort among officials, and between officials and a 
private body known as the Bureau of Municipal Research, 
which indicates a method and a spirit that I regard as essential 
to effective political reform. For nearly four years we have 
worked together in such a way that each of us can take full 
credit. Without the mayor and president of the board of al- 
dermen and the Legislature, which made possible his bureau 
of investigation and statistics, the comptroller could have done 
little. But the mayor, president of the board of aldermen 
and the Legislature could have done less without the comp- 
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troller. Judge Davies, the chairman of the aldermanic 
finance committee of 1906, supported us in our beginning. 
The press has applauded and demanded each forward move. 
The constant pressure, it is true, began and continued with 
the bureau of municipal research, a private organization whose 
backers have spent $250,000, almost all of it having been 
brought to bear upon the problems of budget-making. With- 
out this generous backing the bureau could not have assisted 
the administration. Without that assistance it is hardly 
likely that the work would have been done. Without official 
response almost no headway could have been made. The point 
I want to emphasize is that it has been possible and profitable 
for officials to work on this budget reform and the collateral 
accounting reform because the bureau of municipal research 
came to us with proposals that stood the test of both statistical 
and political analysis. For two years I have been saying that 
when things went wrong I was to blame, and when things 
went right the bureau of municipal research claimed the 
credit. Now here is a thing that has turned out well, and the 
bureau can no more take credit away from the present ad- 
ministration than the argumentative Baptist could deprive the 
good old Presbyterian loyalist of her ‘‘total depravity.’’ 

Four years ago New York City’s budget-making exhibited 
the following cardinal defects: 


First—Its basis was bluff — not facts statistically presented. 

Second—lIts statistics were unicolumnar, or bi-columnar at 
best. 

Third—lIts classification did not fit the work to be done. 

Fourth—Its allowances were not segregated by function. 

Fifth—Its hearings were farces. 

Sixth—Its pledges were broken. 

Seventh—Its victims were blissfully ignorant. 


The budget-making which the present administration in- 
herited I have frequently called a ‘‘fake proposition.’’ 

To assist in making our discussion practical I have asked 
the bureau of municipal research to bring here for distribu- 
tion a discussion of budget-making called ‘‘How Should Pub- 
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lic Budgets Be Made?’’ In addition to the steps mentioned 
by it as having been taken up to 1909 there are several for- 
ward steps, to which I shall refer, taken by the Board of 
Estimate and Apportionment in voting the budget for 1910. 
Among the general changes I beg to note particularly : 


1. The basis of New York City’s budget for 1910 is no 
longer bluff and is in a very large measure statistics. 

What biuff remains is due, not to the method of budget- 
making, but to the lack of proper accounting for time, material 
and money spent in the various departments. This lack has 
been provided for, so that the incoming administration will be 
able to prepare budgets in which bluff itself will be statistic- 
ally distinguished from real need. 

Uniform questions are sent out to one hundred and twenty- 
five departments in which budgets originate in the form of 
estimated expenses for the succeeding year. These questions 
are sent out in May and are filled out and returned to the 
bureau of municipal investigation and statistics in July or 
August. 

Gradually department heads have come to test answers filled 
in by their subordinates before submitting them to the board 
of estimate. It is safe to say that the time given by division 
heads and heads of departments to the 1910 budget estimates 
was probably twenty times the amount given in 1906. Fire 
Commissioner Hayes asked for an increase of less than $125,- 
000, whereas for years that department has been getting in- 
creases running from $350,000 to $750,000. Commissioner 
Spooner of the dock department subtracted $400,000 from his 
original estimate. The city superintendent of schools spent 
most of the summer in town and publicly announced that 
never again was he willing to find himself unable to answer 
questions regarding his own budget estimate. Not always did 
the testing by commissioners result in reductions, but in most 
instances it did result in giving preference to demands which, 
when under the light of publicity, would more likely commend 
themselves to the board of estimate and the general public. 

In New York we print budget estimates not only in large 
volumes, such as this at hand, but in separate reprints for 
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distribution among those who believe they want to master the 
details of departments in which they are most interested. 
This makes possible a test by volunteer organizations. 

A third test, and up to date the most effective, is that by the 
bureau of municipal investigation and statistics, which, with 
its staff of twenty-eight employees, goes over in detail, first at 
the office and later in the various departments themselves, the 
statistics submitted by the departments, plus such reasons for 
this increase or disclosed by statistical comparison do not lend 
themselves easily to statistical presentation. 

While the bureau of municipal investigation and statistics 
is conducting its tests the board of estimate and apportion- 
ment holds hearings of the departments and for taxpayers 
upon the various departmental estimates. 

In 1909 the dates for those hearings were set in June at the 
request of volunteer organizations representing charitable and 
civic agencies, known as the 1910 Budget Conference. At 
these public hearings members of the board of estimate ask 
the department heads to defend and explain their requests and 
hear from taxpayers reasons for or against particular items. 
For the last two years Mayor McClellan has declined to listen 
to remarks upon ‘‘the state of the union,’’ which, while some- 
what reducing the temperature and the quantity of elocution 
from taxpayers, has added greatly to the definiteness of dis- 
cussions. 

These various tests applied to the departmental estimates 
led, in 1909, to the cutting down of estimates from $184,000,- 
000 to $163,000,000 before the publication of what we call a 
tentative budget. This tentative budget represents what the 
committee on the budget wishes to recommend to the board of 
estimate and apportionment. This committee has, in the past, 
represented the mayor, the comptroller and the president of 
the board of aldermen. The borough presidents, carrying 
seven of sixteen votes in the board of estimate, have not been 
represented in the budget committee. On the tentative 
budget taxpayers and the department heads involved are 
given hearings. 

If, after these various tests, bluff survives it is because of 
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deficiencies either in original records or in the capacity of 
the tester, rather than in the statistical method employed. 

2. The statistical column in New York City’s budget 
estimates is no longer wni-columnar or bi-columnar. 

In 1906 we set up our estimates in two columns: Allowed 
for 1905 and asked for 1906. In our estimates for 1910 we 
show the facts for the annual rate at three different six 
months’ periods compared with the annual allowance re- 
quested for the succeeding year. The salary requests show for 
all salary increases during three different six months’ periods 
and for the new year whether increases or decreases are for 
additional employees or for those employed at the beginning 
of each period. Similarly, facts for various supply accounts 
are set up for different periods. 

To check a tendency that is found to manifest itself when- 
ever a particular date comes to be known as the date with 
which budget requests are to be compared and with respect 
to which budget changes will be made, we ask for the payroll 
facts, not only for June, but for each of the six months of 
the year preceding that for which budget allowances are re- 
quested. If we find, as we often do, that a large number of 
additional employees are thrown upon the June payroll the 
burden of proof is put upon the department to show why the 
next year’s allowance should not be determined by the May 
payroll or the January payroll, rather than by the swollen 
roll of June. These facts are given, not for departments as 
such, but for each working division within the department. 
Any breakdown here is again due to method of administra- 
tion and not to statistical method. 

3. Totals are no longer unclassified, and the classification no 
longer fails to express the character of work to be done. 

For example, the budget voted to the department of finance 
for 1906 provided for $1,100,000 under six different titles. 
These did not indicate the character or work that my depart- 
ment proposed to do. For 1910, $1,600,000 is given to the de- 
partment of finance under twenty-two headings, sub-divided 
again into three hundred and thirty-two supporting sched- 
uled items, indicating as many different kinds of work. In 

















74 American Statistical Association. [74 


the health department’s budget, which was made a test of the 
so-called classified budget, there were eleven headings in 
1906. These headings did not describe differentiated work 
within the department of health. It is possible now to learn, 
as it was not possible four years ago, what employees in the de- 
partment of health are employed in fighting tuberculosis and 
how much it costs to maintain them. Only because these 
facts could be learned was it possible for social workers and 
distinguished physicians to work out the clear case which they 
made last fall for an increase of $262,000 for various lines of 
effort to stamp out tuberculosis. But the health department’s 
$2,700,000 is divided into one hundred and twenty-nine fune- 
tional headings and restricted by four hundred and sixty- 
eight scheduled items. 

4. The budget classification may no longer be disregarded 
by department heads when it comes to spending their allow- 
ances. 

Three or four years ago I was able to get money when I 
wanted it for this or that purpose by robbing Peter to pay 
Paul. Now they won’t let me take money from the auditing 
division to increase salaries in the bureau of municipal investi- 
gation and statistics. I can save and save all I please, but I 
cannot use the savings to increase salaries in some other di- 
vision without getting permission from the board of estimate 
and apportionment. This is what we call segregation. It 
was recently illustrated by the board of education, where an 
attempt was made to get $26,000 to increase the salaries of 
twenty-six district superintendents of schools. Assuming 
for sake of argument that these increases ought to be made, no 
argument for them was presented to the board of estimate this 
last year. The allowances were not made and not a dollar was 
given to any fund which the board of education did not claim 
was absolutely indispensable to do work clearly specified in its 
budget estimates. Three or four years ago it was expected, 
as a matter of course, that salary increases like these would 
be made, but last week, when the question came up, the chair- 
man of the by-laws committee of the board of education said: 
‘*We dare not do this. If we do, we will convict ourselves of 
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either having padded our payrolls in our budget estimates, or 
else of being willing to sacrifice certain activities, such as va- 
cation schools, recreation centers, etc., for the sake of increas- 
ing twenty-six salaries.’’ 

We have even gone so far as to print as a part of our budget 
the details or schedules which make up the appropriation 
titles. Furthermore, so far as payrolls are concerned, they 
have segregated one twelfth of the annual monthly payrolls 
by months, so that no department head can spend more than 
one twelfth of the total allowance without giving a reason for 
doing so to the board of estimate and apportionment. There 
are those who find in this a serious handicap to elastie ad- 
ministration, but whatever defects there may be from the 
standpoint of a department head wishing freedom to use 
money, this method cannot be criticised as lacking a statistical 
basis. 

5. Budget hearings are no longer a farce, or, at least, not 
quite as farcical as they used to be. 

The board of estimate has stopped listening to what the 
mayor calls ‘‘hot air,’’ although I can hardly claim that the 
members of the board have themselves entirely stopped com- 
mitting that offense. I think it is probably true that if the 
members of the board of estimate and apportionment had 
equipped themselves last fall to question the department heads 
we could have given a demonstration in the use of statistics 
in making up an annual budget such as perhaps no public 
body in the country ever made. Unfortunately, many of the 
important facts were not brought out. Making public use 
of statistics provided in estimates, both in advance of public 
hearings and at these hearings, is a problem which confronts 
our successors. 

This last year we were unable to prepare the tentative 
budget in time for study by the general public. We received 
several letters condemning us for failure to give taxpayers 
their right to know about what we were going to vote for. 
Not having time to study, those who wrote us washed their 
hands of the matter and declined to participate in the hear- 
ings. At the urgent request of the bureau of municipal re- 
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search, we adjourned for twenty-four hours. While a period 
of twenty-four hours is not as long as twenty-four days, it is, 
after all, a pretty long time for social workers or taxpayers, 
who pretend to know what they want and who feel free to 
criticise public officials for voting certain specific allowances, 
or for failing to vote certain specific allowances. Yet not one 
single citizen appeared when the session reconvened to say 
a word about a budget of $163,500,000. 

Mr. Jacob H. Schiff, the philanthropist and financier, did 
submit a brief in which he suggested certain definite retrench- 
ment along lines urged upon the Cassidy committee on city 
finances by the mayor, comptroller and others. I am glad to 
say that while we could not comply with his suggestion to re- 
duce our budget $3,500,000, we did take steps by which the 
next administration may, if it wishes, effect the economies in 
the purchase of supplies and salaries outlined by Mr. Schiff. 

Much remains to be done. The original records of money 
spent and work done are still defective. The season of in- 
terest in budget-making is still too short. The bureau of 
municipal investigation and statistics, or the bureau or de- 
partment charged with similar duties, should be equipped to 
follow the budget from the first to the last day of the year; 
to report upon revenue bonds, special revenue bonds, and 
issues of corporate stock, with special reference to previous 
budget discussions and succeeding budget requirements. Sal- 
ary increases and transfers from one appropriation title to 
another should likewise be reported upon to the board of 
estimate and to the public, with special reference to previous 
budget discussions and succeeding budget requirements. En- 
tering wedges, insignificant in themselves, should be judged 
according to what they will cost after an innocent plan is 
fully under way, and not by the small fraction of this cost 
which is generally involved in a first fortnight’s test. Every 
principle applied to a budget of current expenses should be 
applied to a budget of corporate stock. 

For two years we have been asked to print side by side 
with the tentative budget of proposed allowances the re- 
quests which we have disallowed. Unquestionably this is 
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statistical information which in time will come to be a 
requisite of proper budget-making. Moreover, the tentative 
budget should also indicate how the allowances granted com- 
pare with allowances for similar purposes in the preceding 
year, by a column which will give increases or decreases. 
Heretofore this has not been possible, partly because we per- 
haps did not fully recognize its importance, and partly be- 
cause we were not equipped to do accurately the clerical 
work involved in such comparative statements. 

There has been a great deal said this last week at the meet- 
ings of the learned societies convening here about the obliga- 
tion of those societies to bring their sciences to the aid of the 
government. May I, in conclusion, appeal to the American 
Statistical Association to assume and to keep the leadership 
to which it is entitled by virtue of its field of study? A new 
type of man is needed in government. We need the survival 
of a new kind of fitness. We need not only men who know, 
but more particularly men who know how to find out. We 
need social scientists who recognize that the making of his- 
tory is more important than its writing or its teaching; that 
administration is infinitely more important than the study of 
administration ; and that the making of statistics day by day 
is infinitely more important than the study of statistics made 
after the facts, when defects in the original record may render 
futile such studies. In our efforts to vitalize and to translate 
into present action the lessons of the past I venture to sug- 
gest that no field of study and no field of activity will pro- 
duce such quick and certain and helpful results as budget- 
making, once put upon a proper statistical basis. 


DISCUSSION. 


In accordance with the custom of the Association a general 
discussion followed the reading of the principal paper by 
Comptroller Metz. It was hoped that Governor Hughes would 
be present to take part in the discussion, but he found it im- 
possible to do so. The following telegram was received from 
him during the meeting: 
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TELEGRAM. 


ALBANY, N. Y., December 30th, 1909. 
Mr. Fredk. B. DeBerard, 
Merchants’ Association of New York, 
66 Lafayette St., City. 

I regret that it is impossible for me to accept your invita- 
tion to attend the meeting of the American Statistical Asso- 
ciation today. I am very much interested in improved meth- 
ods of accounting and budget making and while I should not 
commit myself to any particular plan before examination you 
have the assurance of my sympathy with the general pur- 
poses in view. I hope the meeting will be productive of much 
good. 

(Signed) CHarLES E. HuGHeEs, 
Governor, State of New York. 


Vice-President Willcox called upon Prof. Joseph French 
Johnson to open the discussion, but Professor Johnson dis- 
claimed any special knowledge of the subject and begged to 
be allowed to retire in favor of his friend, Harvey S. Chase, 
of Boston, who, he said, had had a very wide experience in 
such matters. Mr. Chase being called upon spoke in part as 
follows: 


‘As Professor Johnson has turned over to me the burden 
of opening the discussion on Comptroller Metz’s paper, I 
should say at the outset that I have prepared no written 
statement, but as I am very greatly interested in the subject 
of this paper and in the general question of municipal ac- 
counting, I shall be glad to comment on one or two points. I 
desire to supplement what Comptroller Metz has said, and 
has so well said, in relation to the necessity for greatly im- 
proved methods of budget making, such as have been installed 
in connection with the various departments of the City of 
New York, during the Comptroller’s administration —I de- 
sire to supplement this with a plea for the next step in the 
reformation of municipal accounts which, in my opinion, has 
to do with monthly balance sheets, actual balance sheets, 
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setting forth the true financial condition of the city, its assets 
and liabilities, including in these liabilities the balances of 
unexpended appropriations, and wholly separating in these 
balance sheets the assets and liabilities pertaining to gen- 
eral revenue from the assets and liabilities pertaining to 
special funds of all kinds. After long experience in auditing 
and reorganizing the accounts of municipalities of all sizes, 
from the small towns in Massachusetts to cities the size of 
Boston, Chicago, Minneapolis, Cleveland, Cincinnati, etc., 
it appears to me to be fundamentally important that true, 
double entry, balance sheet methods of accounting be installed 
in all of our municipalities. 

‘‘There are three steps in the progress of improvement in 
municipal accounts: First, Uniform classification of the ex- 
penditures, so that comparisons may be made between cities, 
and between departments and sub-departments in_ those 
cities, as to the relative costs of the different functions of the 
city. Accompanying this should be similarly a standard 
classification of receipts. Such standard classifications have 
been established in this country, and are applied in a very 
large number of municipalities today, whereas ten years ago 
they were applied in no municipality. This very great devel- 
opment has come about through the agencies of the National 
Municipal League, the United States Census, and the Uniform 
Accounting Boards in the various states. 

‘‘The second step is the consideration of budgets which 
has been set before us fully in Comptroller Metz’s paper, and 
which is particularly well represented by the work of the 
Bureau of Municipal Research. This budget work — which 
includes the preliminary estimates; the verification and criti- 
cism of these estimates; the establishment and authorization 
of the various items in the budget; and, finally, the actual 
introduction of the appropriations made by the budget into 
the books to the credit of the various departments and offices, 
—is fundamentally important. These operations precede 
the actual expenditure of the money. Too much emphasis 
cannot be laid upon them, and upon the disastrous results 
which follow any neglect in these particulars. 














80 American Statistical Association. [80 


**But the point which I desire to impress upon you es- 
pecially is the third step, which should immediately follow 
the preparation and passage of the budget, namely, the 
establishment in the books of the municipality of accounts 
correctly representing all of the assets and all of the liabil- 
ities of the municipal corporation as a whole. These books 
should be kept in the office of the comptroller or the auditor, 
or other general accounting officer of the municipality, in 
such form and with the accounts so classified that there can 
be taken off from the general ledger every month, a trial 
balance or balance sheet which will comprise, in proper 
groupings and divisions, a true statement of the financial 
condition of the city or town at the date of the balance shect, 
and which will disclose, as a result of the grouping of these 
assets and these liabilities, the fact that there will be a deficit 
or a surplus at the end of the fiscal period then current. 
Further, this balance sheet must also establish whether or not 
the special funds — trust funds, sinking funds, etc., of the city 
are correctly offset by good and sufficient assets, and therefore 
whether or not there are deficiencies in any of these funds. 

‘*My experience has led me to the conclusion that we shall 
never get successful and economic administration of our 
cities and towns until our muncipal administrators are pro- 
vided, monthly at least, with balance sheets of this descrip- 
tion, whereby they can follow from month to month the 
actual condition of the finances, and foresee what the condi- 
tions will be if the present rates of expenditure and percen- 
tages of collections are continued. 

**Heretofore in municipal accounts we have, in the main, 
excellent records of receipts and disbursements; that is to 
say, we can look backwards over what has actually occurred 
in the past, and note the sums which have come into the 
treasury, and the expenditures which have gone out there- 
from. All this is necessary and highly important, but it is 
not enough. We must also have, I am fully convinced, the 
additional power of looking forward into the future and of 
determining, so far as humanly possible, what the receipts 
will be in the coming months, and what the expenditures 
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must be restricted to if the municipality is to come out with 
the balance on the right side of the account at end of the 
fiscal period. This can only be done, in my estimation, by 
the establishment of double entry, balance sheet systems of 
accounts, which shall embody the classifications upon the uni- 
form lines, and which shall set forth the facts as to whether 
or not the budgets which have been so carefully prepared have 
also been adhered to, and the expenditures kept within the 
various items of these budgets during the fiscal year. 

‘‘An annual report of a municipality is not enough, even 
though it be classified carefully and accurately along the 
uniform lines. By the time such a report is published, it is 
too late to make any changes which will affect the financial 
results of the year. The mischief has been done, the defi- 
ciencies have appeared only in the final balancing at the end 
of the year, and nothing can be done about it, except to pro- 
vide for these deficiencies in the ensuing year. It requires 
regular statements, at least as often as once a month, in which 
the deficiencies or surplus at the end of the year are fore- 
shadowed, in order that true administrative control may be 
had by the city officials over the various departments and 
over the general financial arrangement. 

‘*This statement should be self-evident. It is so to me, and 
I trust it will be to you. There is no escape from it, if one 
undertakes to revise and reorganize city accounts, and bumps 
up against the actual conditions in many of our cities today, 
as I have done. 

“*It is only recently that the attempt has been made to 
introduce such double entry, balance sheet systems of ac- 
counting in our cities, and progress is necessarily slow, as 
the whole matter is exceedingly complicated and must be 
followed out according to the requirements of law under 
which our cities act. Frequently ordinances must be amended 
or revoked, and often recourse must be had to the state 
legislatures for changes in the charters of the cities, or 
changes in special statutes applying to municipalities. It 
is a long process and requires great patience, but it is evident 
that substantial progress has already been made and I am 
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satisfied that in the next few years an astonishing develop- 
ment along these lines will become evident. It is for this 
reason that I have taken the time to emphasize to you the 
importance of this third step in the general rehabilitation of 
methods of accounting in municipalities.’’ 


Following Mr. Chase, Rev. Henry A. Stimson, the Pastor 
of the Manhattan Congregational Church, spoke as follows: 
‘**T represent a class of men who can do great harm. We have 
to serve as the mouth-piece and speakers for the public. We 
must depend for our facts upon those who give them to us, 
and facts, as you know, are very difficult to come at. I have a 
somewhat humorous missionary friend, who has lived many 
years in China. He once said to me: ‘The half is not known 
about China, and the half that is known is not so.’ The 
profane tell us that there are three kinds of lies: ‘lies, 
damned lies, and statistics.’ This may serve to show how 
great is the need which we preachers have of you statisti- 
cians. Comptroller Metz generously came to my relief recently 
in standing before my congregation to tell them about the 
work of his office and to open to them the general situation 
as to the affairs of the city. He laid us under great obliga- 
tion and awakened an interest in my congregation which gave 
him abundant evidence of the readiness of the people to sup- 
port any officer who is trying to do his duty. The Bureau 
of Municipal Research has already established itself in the 
confidence of all our people by the thoroughness of its work 
in gathering the facts in the different departments of munici- 
pal administration, and to communicate them to the public. 
No service has been more thorough or more important, and 
no one has done so much to show the real significance of the 
work which you gentlemen are everywhere trying to do. I 
am glad to bear testimony to its value, and to express in this 
public way the abiding obligation under which we are to 
men like yourselves. 

**T may also, perhaps, be permitted to say that you have 
need of us; for your investigations will be of little value 
unless the city can be persuaded to accept them, and to carry 
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out your suggestions. Our work may then be regarded as 
helpful in setting these facts before the people and so creat- 
ing a public sentiment which will give them more or less im- 
mediate application, and also in raising up men who will 
devote their energies to securing better administration along 
the lines which you open. It is not sufficient that from time 
to time we are stirred up by reform movements, however 
promising. How much real value there has been in such as 
we have had in New York may be illustrated by a little in- 
cident. A somewhat distinguished citizen has recently died, 
Mr. Timothy Sullivan, better known as ‘Little Tim,’ an 
East Side political boss. After the late election a gentleman 
said to him: ‘Now that you have a Democratic Mayor I sup- 
pose you feel happier.’ He looked up with his bright Irish 
face and said: ‘You must be a humorist, or else you do not 
understand the business. When we had a reform Mayor, a 
box of cigars, or getting a place for a man, was enough to 
get me all I wanted; but when our folks are in it costs half 
the profit of the job.’ I am glad to assure you of the earnest 
cooperation of the men of my cloth in the work you are 
doing and of our keenest appreciation of its value. We shall 
look to you with a growing confidence for the facts which you 
alone can secure, upon which all hope of wise and permanent 
reconstructive work in our municipal life must rest.’’ 


Charles F. Gettemy, director of the Massachusetts Bureau 
of Statistics, also participated briefly in the discussion, ex- 
plaining the work of his department in the matter of stan- 
dardizing municipal accounts and reports in his state, and 
emphasizing the necessity of radical reform in budget making 
as a prerequisite to scientific and comparable statistics of 
municipal revenues and expenditures. 
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